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When You Advertise for a 
QUALIFIED Accountant... 


do you consider the background to his qualification! 


Nights and other after-work hours devoted to study . . three or four 
years of it . . examination and tuition fees . . self-discipline . . ambition 
and persistent effort. Important character qualities formed or strengthened. 
These ‘background efforts’ can oft-times be overlooked when advertisers 
state: ‘Wanted a qualified accountant.’ 


And then the Tutor... 

He makes known the career advantages of the accountancy profession, 
counsels the aspiring accountant, guides, encourages and helps him 
over every stage of the study period. In the case of H.R.I. it involves 
also the research, editing, printing of the 8000 pages of textual material 
comprising its course in Accountancy. 


And the ultimate result... 

Because of orderly accountancy procedures business develops more 
efficiently and profitably. Goods, services and personnel are more 
stable. And the qualified accountant achieves a career as a respected 
professional practitioner or a key business executive. These develop- 
ments establish the professional examining bodies, which as they expand, 
become ethical guardians of future standards of the profession. 


In all of this nation-building work, the Hemingway Robertson Institute 
has played the pioneering part,-over its 64 years of history, in the 
development of the professional accountant in Australasia. H.R.I. first 
introduced such training to Australasia, in many cases forty years and 
more before other educational bodies were formed. This initiatory estab- 
lishment has done much to establish and regularize accounting methods, 
and commercial procedures on a nation-wide basis. During this period 
a greater number of ambitious men and women have been trained for the 
profession by H.R.I. than any other educational body in the Southern 
Hemisphere. 


Today the Accountancy profession is ranked, the world over, 
as one of the fastest growing professions. In this continued 
development still further pioneering effort will be needed. The 
H.R.1. will continue the same energetic research and practical 
assistance to the profession that has helped to establish 
accountancy in Australia to the prestige it enjoys today. 


Momingway Robertson Institute 


Consulting Accountants . . . Professional Tutors 


2 BANK HOUSE - - - BANK PLACE - - - MELBOURNE 
2 BARRACK HOUSE - - 16 BARRACK STREET - - SYDNEY 





Offices ali Capital Cities, Geelong, Newcastle and Launceston. 
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Education for Management Accounting 


Report of an address* by Sir Alexander Fitzgerald, O.B.E., F.A.S.A., 
F.C.A.A. to members of The Australasian Institute of Cost Accountants 


(Victorian Division) on 


Auditorium, Melbourne. 


IR Alexander Fitzgerald opened his 

remarks by saying that the signi- 
ficance of the choice of such a subject 
for a lecture rested on an increasing 
awareness Of the inadequacy of present 
systems of education and training and the 
evident fact that the accounting profes- 
sion is maturing. He proposed to treat 
the subject broadly, having in mind the 
desirability of a long-range plan. 


The management accountant requires 
the ability to collect, select, marshal, 
analyse, interpret and communicate the 
financial information essential for the 
development of orderly and consistent 
business plans and programmes for the 
effective use of available resources and 
for guidance in choosing between alterna- 
tive courses of action. 


What is to be said then of the mental 
equipment necessary if such requirements 
are to be met? The management account- 
ant needs: — 


I. Ability to think, select, speak and 
write clearly and convincingly. This 
emphasises the vital need for a high 
standard of non-technical education. 


ll. Thorough understanding of the 
concepts on which accounting is based 
and the relationship of those concepts 
to those used in allied areas of know- 
ledge — applied economics, business 
administration, commercial law; this 
is teachable by formal instruction and 
cannot be acquired by practical experi- 
ence alone. 





*The lecture was one of a series of three 
public lectures arranged by The Australasian 
Institute of Cost Accountants and delivered 
under the general topic of ‘“Trends in Manage- 
ment Participation for the Accountant’’, the 
other lectures being Messrs. W. G. Walkley, 
managing director, Ampol Petroleum Ltd., 
and John P. Young, governing director, John 
- Young and Associates Pty. Ltd. 
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23 February at the 


Bankers’ Institute 


Ill. Technical skill in collection, arrange- 
ment, analysis, interpretation and pre- 
sentation — best obtainable by a com- 
bination of formal instruction and 
guided practical experience; this is the 
area in which most of the controversial 
issues in education for accounting arise; 
how much theoretical study in relation 
to how much practical experience, and 
how can the two best be co-ordinated? 


Turning now to the role of the institu- 
tions of higher learning which has become 
increasingly important in recent years and 
will become still more so in the future, 
Sir Alexander said that this consisted in 
providing the requirements mentioned 
under (1) and (Il) above through class- 
room work under qualified teachers, 
dedicated to the ideal of the educated 
man capable of becoming a leader in his 
profession and in the community — 
strongly supplemented by the interchange 
of ideas and opinions among students; 
and in supplementing practical training 
by “case studies” and similar simulations 
of experienre. 


However, it must be borne in mind 
that university instructors are not neces- 
sarily men of wide technical experience, 
and a university should not purport to 
make experience unnecessary. This would 
not succeed and would involve the risk 
of neglect of wider education through 
over-concentration on techniques which 
are better learned in the office. But for 
those already equipped with a trained 
mind the period of practical experience 
can be greatly shortened. 


Other problems that call for careful 
consideration are: How to ensure that 
practical experience is guided, that em- 
ployment in one office gives sufficiently 
wide experience, and that the quality of 
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the guidance given in the office is high 
enough. 

In discussing the role of the profes- 
sional bodies, Sir Alexander said that it 
embraced:— 

I. The raising of standards of general 
education of entrants by insisting on 

a high preliminary educational qualifi- 

cation. Is the profession satisfied to 

draw its recruits from those who 
are incapable of reaching university 
entrance standard? 


II. Close co-operation with the teaching 
institutions and encouragement of them 
to concentrate on their special rele. 


Ill. Co-ordination of formal instruction 
with on the job training. 


IV. Evaluation and supervision of tech- 
nical training as a pre-requisite to 
admission to membership. 

V. Dissemination of technical knowledge 
and skill and development and refine- 
ment of basic concepts through publi- 
cations, lectures, discussion groups, 
seminars, students’ societies, etc. In 
this work there are great opportunities 
for co-operation with the educational 
institutions. 


This naturally raises the question 
whether technical examinations should be 
conducted by the institutes or by teach- 
ing bodies. The desirability of a broad 
base, concentrating on principle rather 
than snippets of practice, will be readily 
conceded. This calls for a close associa- 
tion of teaching and examining, and a 
revision of the examination syllabus so 
as to provide alternative subjects for (a) 
public accountants and (b) management 
accountants. 

Sir Alexander concluded by suggesting 
a target in the form of an ideal at which 
to aim. It comprises the following: 


i. A high standard of preliminary educa- 
tion for all candidates — thus, incid- 
entally, raising by a year or two the 
minimum age at which professional 
training would begin. This would mean 
that prospective entrants to the pro- 
fession would be better educated, more 
mature and better able to decide 
whether or not to enter the profession; 
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ii. aptitude tests might be used befor 
admission to technical examinations 


iii. a system of alternating periods of 
full-time study and practical experi. 
ence should be devised by co-operation 
between the higher educational instity. 
tions, the professional bodies and the 
practitioner or private employer; 


iv. for university graduates the required 
period of practical experience should 
be considerably less than that required 
of the non-graduate; 


. candidates should be encouraged to 
do their theoretical study as part of a 
degree (or similar) course in a univer. 
sity or technical college; 


i. for those unable (or unwilling) to 
enter upon a university degree course, 
arrangements should be sought with 
technical colleges to teach, and examine 
in, technical subjects. These would 
include applied economics, statistics, 
mathematics, business administration, 
as well as the purely accounting 
subjects; 

vii. the accounting courses should provide 
alternative subjects for students intend- 
ing to enter industry and public ac- 
countants’ offices respectively; for 
instance, advanced cost accounting 
might be alternative to advanced 
auditing, or to trustee accounting; 


viii. every effort should be made to 
enable students to be released from 
practical work during the periods in 
which they are engaged in theoretical 
study. It is both unfair and inefficient 
to require a student to concentrate on 
theoretical study at night after a ful 
day’s work in the office; 


ix. the professional associations _ should 
continue to supplement the formal 
instruction through students’ societies 


(which all candidates should b& 
required to join), lectures by competent 
practitioners, refresher courses, etc. 


The achievement of these aims would 
not only raise the general standard of 
the profession but also enhance the 
service it is able to render to mamage 
ment and to the whole community. 
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The Tax Commissioner’s Power to Form 
Opinions and Make Determinations* 


By D. C. WILKINS, B.Com., A.A.S.A. 


E Income Tax and Social Services 

Contribution Assessment Act may be 
regarded, in general terms, as a piece of 
legislation complete within itself. It may 
not in all instances be expressed in clear 
and uncomplicated words, but the inten- 
tion is that, by the application of general 
or specific provisions, the infinite variety 
of circumstances which may be en- 
countered in the course of business or 
financial activity should be encompassed 
within, or excluded from, the operation 
of the Act. 


Interpretation of the legislation is, of 
course, another matter; whether the 
particular circumstances which occur are 
affected, one way or another, by certain 
sections of the Act is the source of what 
appears to be endless argument between 
taxpayers and the Commissioner, before 
a Board of Review and the court. 


Even words employed in the Act which 
are not expressly defined provide oppor- 
tunities for argument: for example, what 
is “income”, what is “capital”, what does 
“incurred” mean? 


Despite this apparent scope for differ- 
ing views as to the application of the 
provisions of the Act, the essential 
feature of its operation is the ascertain- 
ment of a taxpayer’s liability to tax by 
the exercise by the Commissioner of 
Taxation of his administrative function 
in applying the Act to the facts and 
issuing assessments in accordance with 
the duty to do so imposed by Section 
166 of the Act. 


In the normal case, therefore, the 
Commissioner considers the facts as 
known to him, and makes his determina- 





*A paper delivered at the First Victorian 
Convention of the Taxation Institute of Aus- 
tralia, held at Warburton, Victoria, on 28-30 
April, 1961. Acknowledgment is made to the 
Institute for permission to reproduce. 
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tion accordingly, applying the law in a 
manner which, in his view, is correct. 
These determinations, which occur when- 
ever an assessment is issued, do not 
depend expressly on any opinion of the 
Commissioner, but are made simply by 
the application of the legislation to the 
facts, in the course of what has been 
described as the Commissioner’s “execu- 
tive” function. 


THE COMMISSIONER’S 
DISCRETION 


In many instances, however, the deter- 
mination of a taxpayer’s taxable income 
is subject to the exercise of a discretion 
which the Income Tax Assessment Act 
expressly provides. 


The Commissioner still has a duty to 
apply the provisions of the Act to the 
particular facts disclosed to him, but the 
application of those provisions depends 
upon, and cannot be effective without, 
a determination, opinion, or judgment 
made by him. 


The Courts have indicated that an 
administrative officer upon whom a 
discretionary power is conferred must 
exercise it after consideration of all the 
facts and must act reasonably. Should 
the taxpayer affected take the view that 
the Commissioner has not exercised his 
discretion in the proper manner, oppor- 
tunities exist to have the Commissioner’s 
opinion reviewed by a Board of Review, 
and, in some circumstances, by the High 
Court. This aspect is dealt with later. 


The Commissioner, in exercising the 
discretion conferred upon him, is, in this 
field also, exercising an administrative, 
not a judicial function. It has been said 
that the Commissioner does not act 
judicially, but must act administratively 
in a judicial manner. 
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Having exercised the discretion or 
arrived at the opinion in the matter 
concerned, the Commissioner has dis- 
charged his duty, and no opportunity 
exists for an amendment of the opinion 
merely because of a change of mind. 
However, if it appears to the Commis- 
sioner that the determination, opinion or 
judgment he has made was erroneous, he 
may correct the decision and amend the 
assessment in the same circumstances as 
he may amend on assessment because of 
a mistake of fact [Section 170(8)]. 

The Commissioner’s right to exercise 
the discretions conferred by the Act is 
conferred also upon the Second Com- 
missioner [Section 10(2)] and may be 
delegated to the Deputy Commissioners 
(Section 8 of the Taxation Administra- 
tion Act). 


SCOPE OF COMMISSIONER’S 
DISCRETION 


It has often been suggested that the 
Commissioner does not appreciate the 
inclusion in the Income Tax Assessment 
Act of further opportunities for the 


exercise of discretion. Presumably this 
comment has been made because, to the 
extent that a provision in the Act is 
specific and untrammelled by the neces- 
sity for a determination, opinion or judg- 
ment of the Commissioner, his admini- 
stration is thereby made simpler, and, 
no doubt, less expensive. 


A survey of the Act, however, provides 
an astonishingly long list of provisions 
which involve the employment of the 
Commissioner’s discretion. In this paper, 
reference will be made in some detail 
only to those provisions which may be 
regarded as of important practical appli- 
cation. 
The various ways in which the wording 
of the Act confers the discretion are in 
themselves of interest. Not exhaustively, 
they are: 
“In the opinion of the Commissioner”, e.g. 
Section 108. 

“It appears to the Commissioner”, e.g. Sec- 
tion 136. 

“The Commissioner may”, e.g. Section 102. 

“As the Commissioner determines”, e.g. 
Section 10. 
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Although the words used may vary, 
the effect is the same; the Commissioner 
has a duty to apply his mind reasonably 
to the facts submitted, and make 4 
decision accordingly. 


PROVISIONS OF THE ACI 
AFFECTED 


The Income Tax Assessment Act, as 
was mentioned earlier, is sprinkled with 
provisions relating to the exercise of 
discretion by the Commissioner. These 
are grouped for convenience, but not 
necessarily in order of importance. 


Private Companies 

Section 105 (5) — The Commissioner may, 
because of special circumstances existing on 
the last day of the year of income, classify as 
a non-private company one which otherwise, 
because of the application of the Section 105 
tests, would be a private company. The Com- 
missioner must be satisfied that it would be 
unreasonable for the company to be treated 
as a private company. 

Section 108 — Loans to, or payments made 
on behalf of, a shareholder in a private com- 
pany may be deemed to be dividends paid by 
the company, if the Commissioner is of the 
opinion that the loans or payments represent 
distribution of income. 

Section 109 — Payments of remuneration, or 
retiring allowances, made to a shareholder or 
director (or relative of a shareholder or 
director) of a private company may be deemed 
to be dividends paid by the company, to the 
extent that, in the opinion of the Commissioner, 
such payments exceed a reasonable amount. 


Partnerships 

Section 94 (1) (b) — Where a partner has 
not the real and effective control of his share 
of the partnership net income the Commis- 
sioner may assess tax as if that share had 
been received by the partner who has the real 
and effective control, or as if that share had 
been received by other partners, to the extent 
to which, in the Commissioner’s opinion, those 
partners have the real and effective control of 
that share. 


Trust Estates 

Section 102 (1)— Where a_ person has 
created a trust which is revocable in his favour, 
or under which income is paid to, accumulated 
for, or applied for the benefit of his unmarried 
minor children, the Commissioner may assess 
the extra tax that would be payable if the 
income concerned had been added to the other 
income received by the person creating the 
trust, and the trustee will be liable to pay this 
tax. 


Trading Stock 
Section 31(5)—The abandonment of an 
election as to the valuation of trading stock 
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by a winemaker, or the making of a further 
election, is subject to the Commissioner being 
satisfied that the circumstances warrant such 
action. 

Section 32— The valuation of livestock at 
a figure other than cost price or market selling 
value depends upon the Commissioner being 
satisfied that the circumstances warrant the 
adoption of such a value, and granting leave 
accordingly. 

Section 33 — The basis of valuing live- 
stock at the beginning of a year must be the 
same as at the end of the previous year, un- 
less the Commssioner grants leave for the 
taxpayer to adopt another value. 

Section 34— The cost price of natural in- 
crease cannot be altered from year to year, 
except with the leave of the Commissioner. 

Section 36 — Where trading stock constitut- 
ing part of the assets of a business is disposed 
of other than in the ordinary course of carry- 
ing on that business, the value of the trading 
stock so brought into the taxpayer’s assessable 
income is its market value, or if in the Com- 
missioner’s opinion, there is insufficient evid- 
ence of the market value, a fair and reason- 
able value is determined by the Commissioner. 


Depreciation 

Section 55(1)—The Commissioner may 
estimate the effective life of an asset, for the 
purpose of fixing a rate of depreciation. 

Section 57—A taxpayer who, in calculat- 
ing depreciation, has changed to the diminish- 
ing value method, or to the prime cost method, 
may not change the method again without the 
leave of the Commissioner. 

Section 59 (3)— Where assets subject to 
depreciation are sold with other assets, and 
separate values are not allocated, the considera- 
tion receivable for the depreciable assets is 
the amount determined by the Commissioner. 

Section 59 AA — The consideration for assets 
deemed to be disposed of when a partnership 
is formed, dissolved, or varied, may be deter- 
mined by the Commissioner if no values are 
specified in an agreement. 

Section 60 — The provisions of this section 
(limiting the depreciation allowable to a pur- 
chaser of depreciable assets) do not apply if, 
in the opinion of the Commissioner, the cir- 
cumstances are such that depreciation should 
be allowed on the basis of the actual considera- 
tion given. 

Section 61 — The Commissioner may decide 
what in his opinion are “proper” depreciation 
illowances when the property is used only 
partly for producing assessable income. 


Retirement Funds and Retiring Allowances 


Section 66(2)—The Commissioner may 
ietermine the allocation of contributions to a 
ttirement fund between the employees con- 
ened. The Commissioner may determine the 
mount contributed to a retirement fund by a 
tivate company for the benefit of a share- 
tolder-employee which, in his opinion, would 
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not have been contributed if the person 
concerned had not been a shareholder. This 
part will not be allowed as a deduction under 
Section 66. 

Section 66(4)—The Commissioner may 
allow a deduction for contributions to a retire- 
ment fund in excess of the prescribed maximum 
(£200 or 5% of the employee’s remuneration) 
if, in his opinion, the special circumstances of 
the case warrant the allowance of a higher 
amount. The amount the Commissioner con- 
siders is reasonable will then be allowable as 
a deduction. 

Section 66(5)— Where contributions are 
made by a taxpayer to more than one fund 
for the benefit of one employee, the Commis- 
sioner may ascertain the deductions to be 
allowed in such order as he thinks fit. 


Section 79 — This section, which relates to 
contributions to a fund for the benefit of 
employees (and their dependants) other than 
the taxpayer’s employees, includes provisions 
relating to the exercise of discretion by the 
Commissioner similar to those occurring in 
Section 66. 

Section 23 (ja) —The income of a retire- 
ment fund not for the benefit of employees 
is exempt if the membership is at least twenty, 
and the terms and conditions of the fund are 
approved by the Commissioner. Among other 
things, the Commissioner has to determine the 
reasonableness of the benefits provided in the 
fund. 

Section 78 (1) (c) —The deduction allow- 


able for pensions, gratuities and retiring allow- 
ances depends upon the Commissioner being of 
the opinion that the sums are paid in good 
faith in consideration of past services in the 
taxpayer's business. 


Payments to Relatives 

Section 65 — Payments to relatives are allow- 
able only to the extent to which, in the Com- 
missioner’s opinion, they are reasonable and 
bona fide made in the production of the tax- 
payer’s assessable income. 


Concessional Deductions 

Section 82B(4)—When the dependant 
satisfies the requirements of the section for 
part only of the income year, the Commis- 
sioner may allow only that part of the —-- 
sional deduction otherwise specified which, 
his opinion, is reasonable in the euundindaen. 

Section 82 C (4), 82 D (4) —A similar pro- 
vision applies in relation to concessional deduc- 
tions for parents, and for housekeeper. 

Section 82 E—If a concessional deduction 
appears to be allowable in relation to the same 
person under more than one section of the 
Act, the deduction to be allowed will be that 
which, in the Commissioner’s opinion, is 
reasonable in the circumstances. 


Leases 
Section 83 (2)—The amount attributable 
to a lease, when there is an agreement to 
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sell or assign goodwill, a licence or other 
assets in connection with the sale assignment 
or surrender of a lease, may be determined by 
the Commissioner, where no amount is allo- 
cated to the lease, or the Commissioner is not 
satisfied that the amount allocated in the agree- 
ment is fair and reasonable. 

Section 87— This section applies to assess 
the lessor on the estimated value of leasehold 
improvements at the expiration of the lease, 
spread by a specified formula over the un- 
expired period. However, if this value at the 
expiration of the lease cannot, in the opinion 
of the Commissioner, be satisfactorily deter- 
mined, the actual value at the end of the lease 
is assessed to the lessor. 

Section 88 (3) — Deductions for “coven- 
anted” leasehold improvements are not allow- 
able when, in the Commissioner’s opinion, hav- 
ing regard to the terms and conditions of the 
lease or other circumstances, the lessor sub- 
stantially controls the operations of the lessee, 
or vice versa. 


Business Carried On In and Out of Australia 

Section 40— When the profit deeming to 
be derived in Australia arising from goods 
sold in Australia by overseas manufacturers or 
overseas merchants cannot be ascertained by 
the formula prescribed by Section 38 or 39, 
the Australian profit will be the amount deter- 
mined by the Commissioner. 

Section 42 — The Commissioner may deter- 
mine the amount of profit arising from sources 
in Australia (apart from the situations covered 
by Sections 38 to 41) when the transactions 
relating to the manufacture, purchase and sale 
of goods, or other business contracts involve 
more than one country, including Australia. 


Australian Business Controlled Abroad 

Section 136 — Should a business, carried on 
in Australia, and controlled by non-residents, 
earn either no taxable income or less than 
might be expected to arise from that type of 
enterprise, the Commissioner may determine 
an arbitrary taxable income based on the total 
business receipts. 


Accounting Period 

Section 18 — A substituted accounting period 
may be adopted only with the leave of the 
Commissioner. In practice, this permission is 
granted only if the Commissioner’s conditions, 
relating to the transition period, are accepted. 


Default Assessments 

Section 167— A default assessment is based 
upon the taxable income on which, in the Com- 
missioner’s judgment, income tax ought to be 
levied. 


Amendment of Assessments 


Section 170 (2) — When full and true dis- 
closure has not been made, and there has been 
an avoidance of tax, the Commissioner may 
amend the assessment at any future date, if he 
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is of the opinion that the avoidance is due to 
fraud or evasion. 


Section 170(5)—An amended assessment 
may be further amended within three years of 
the due date of the first amendment, if in the 
Commissioner’s opinion a reduction of the tax- 
payer’s liability is just. 


Additional Tax for Late Payment or Omitted 
Income 
Section 206 — An extension of time for pay- 
ment of tax may be allowed subject to the 
Commissioner’s view that the circumstances 
warrant it. 


Section 207 — Additional tax for late pay- 
ment may be remitted for reasons which the 
Commissioner considers are sufficient. 


Section 226 — Additional tax for failure to 
furnish a return, or for the omission of income, 
or arising from excessive claims for deductions, 
may be remitted by the Commissioner for 
reasons which he considers are sufficient. 


Other Provisions 

The Commissioner may also exercise discre- 

tions relating to:— 

Allowabie deductions for the purpose of the 
Section 23A partial exemption of mining 
income. 

The deduction allowable for expenditure on 
scientific research, when the business is 
carried on both in and out of Australia, 
and the expenditure is incurred out of 
Australia [Section 73 A (4)] and the con- 
sideration receivable on the disposal or 
destruction of a building used for scientific 
research [Section 73 A (5)]. 

The deduction allowable for bad debts when 
the debtor is bankrupt [Section 63 (2)]. 

The determination of a_living-away-from- 
home allowance, and the deduction to be 
allowed when the allowance is, or is not 
paid under the terms of an award (Sec- 
tion 51 A). 

The provision of the Act to be applied when 
a deduction is allowable under two differ- 
ent provisions (Section 82). 

The determination of income attributable to 
mining and treating uranium (Section 
23D). 

Pensions similar to exempt 
[Section 23 (kaa)]. 

Security for payment of tax by a_ person 
carrying on a temporary business in Aus 
tralia (Section 213). 

The disposal of property for periodical pay- 
ments in the nature of income (Section 
262). 

Exemption from the responsibility to deduct 
dividend withholding tax (Section 221YM) 
and the remission of additional tax for 
failure to pay the tax to the Commissioner 
or to furnish the required statement (Sec- 
tion 221YN). 

The estimate of taxable income for the 
purpose of adjustment of provisional tax 
[Section 221YDA (4)]. 


war pensions 


May, 1961. 
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Substantially, the provisions in the Act 
which depend upon a_ determination, 
opinion or judgment of the Commissioner 
have been covered by the brief comments 


above. 


DISAGREEMENT WITH COMMIS- 
SIONER’S OPINION 


Board of Review 

The general rule is that if, in the per- 
formance of his administrative function, 
the Commissioner is required to exercise 
his discretion, giving effect to his opinion, 
determination or judgment, and he has 
done so in a proper manner, no appeal 
can be made against the decision given 
unless the Act specifically authorises such 
an appeal. 

A taxpayer who disagrees with the 
Commissioner’s opinion, expressed in his 
assessment does, however, have the right 
to have the matter referred to a Board 
of Review, to have a re-consideration or 
examination of the process by which 
liability has been imposed in relation to 
the matter which is the subject of the 
Commissioner’s discretion. 


Section 193 of the Income Tax Assess- 
ment Act provides that the Board of 
Review has (subject to certain excep- 
tions regarding the remission of penal- 
ties), all “the powers and functions of 
the Commissioner in making assessments, 
determinations and decisions” under the 
Act, and its decisions are deemed to be 
decisions of the Commissioner. There 
is, of course, no objection, as such, 
against the decision of the Board, al- 
though an appeal may be made to the 
court on a matter of law. 


The Board must therefore consider 
the facts placed before it by the Com- 
missioner from the beginning, and if it 
comes to a different conclusion on a 
matter which involved the exercise of 
an opinion, determination or judgment of 
the Commissioner, the opinion of the 
Board may be substituted for that of the 
Commissioner. 


_ The Board of Review is not exercis- 
ig judicial powers, any more than the 
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Commissioner did when he exercised his 
discretion; the decisions of the Board 
are administrative also, which means 
that the Board is not obliged to follow 
its previous decisions as precedents. 


The Court 

The exercise of discretionary powers 
or functions by the Commissioner will 
not be subject to an appeal to the court 
unless the Commissioner has not formu- 
lated his opinion, determinations or judg- 
ment in the proper manner. In no circum- 
stances will the court merely substitute 
its opinion for that of the Commissioner. 

The court may, however, determine 
whether in fact the Commissioner has 
exercised a particular discretion. The 
action he has taken in issuing the assess- 
ment is, prima facie, evidence that the 
discretion has been exercised, but the 
court will determine whether in fact he 
has done so. The court will, also, consider 
whether the opinion is rational, or 
whether the provisions of the Act relat- 
ing to the exercise of the opinion have 
been applied correctly, i.e., whether the 
conclusion has been affected by some 
mistake of law. 

In Moreau vy. Federal Commissioner 
of Taxation (1926) 39 C.L.R. 65, Isaacs 
J. said: “No other tribunal can substitute 
its standard of sufficient reason in the 
circumstances or its opinion or belief 
for his (the Commissioner’s). Unless 
the ground or material on which his 
belief is based is found to be so irrational 
as not to be worthy of being called a 
reason by any honest man, his conclu- 
sion that it constitutes a sufficient reason 
cannot be overridden.” 


In Metropolitan Gas Co. v. Federal 
Commissioner of Taxation (1932) 47 
C.L.R. 621, Gavan Duffy, C. J. and 
Starke, J. said: “The court has not to 
consider whether in its opinion the rights 
of the employees to receive the benefits 
etc. under the trust instrument were not 
fully secured, but only whether the Com- 
missioner has acted within the limit to 
which an honest man, competent to the 
discharge of his office, ought to confine 
himself. It is the Commissioner that must 
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be satisfied, not this court; but he must 
act ‘according to the rules of reason and 
justice, not according to private opinion 
. . « legally and regularly’.” 

In Perpetual Executors Trustees and 
Agency Co. (S.A.) Ltd. (John Turnbull 
Trust) v. Federal Commissioner of Taxa- 
tion (1935) 3 A.T.D. 132, Macfarlan, J. 
said: “The opinion of the Commissioner 
is examinable (by the court) . . . but 
only in order to see whether the Commis- 
sioner has acted according to law in 
forming that opinion . . . to see if it is 
an opinion which a competent man in 
the position of the Commissioner could, 
honestly exercising his powers rationally, 
arrive at. If he goes wrong in his law 
then the court has shown that it will 
interfere. If he has clearly arrived at 
his opinion by adverting to matters which 
have no relation to the question on which 
he is directed to form an opinion, or if 
there is no material at all on which to 
base his opinion, or if the opinion is one 
that cannot really be treated as an opinion 
at all but is a mere guess or conjecture, 
then the court will interfere.” 


In Australasian Scale Co. Ltd. v. Com- 
missioner of Taxes (Q’ld.) (1935) 53 
C.L.R. 534, Rich and Dixon, J. J. said: 
“If he (the Commissioner) exercises his 
discretion capriciously, or fancifully, or 
upon irrelevant or inadmissable grounds, 
it may be set aside.” 


The court therefore can only disturb 
the opinion or determination of the 
Commissioner if it is satisfied that the 
law has been misapplied, that he has 
failed in the discharge of his discretionary 
function according to law. 


The court may also inquire into the 
decisions of the Board of Review and 
may alter such a decision if it considers 
that having regard to all the material 
placed before the Board, a valid exercise 
of the discretion conferred upon the 
Board has not taken place. The court 
must decide, in these circumstances also, 
whether the Board has exercised its 
functions according to law, i.e. whether 
there has been a mistake of law, or the 
disregard of factors which should have 


232 


been considered or the attention to some 
extraneous factor which should not have 
been considered. 


EXTENSION OF COMMISSIONER'S 
DISCRETION 


A study of this subject would not, 
perhaps, be complete without a reference 
to the question whether it is desirable for 
the Act to be amended to extend the field 
in which the Commissioner has discre- 
tionary powers. It may reasonably be 
presumed that a restriction of the Com- 
missioner’s discretionary functions would 
not meet with the support of the taxpay- 
ing community. Two examples will 
suffice: — 


Trading Stock 


The permitted bases of valuation of 
trading stock, as provided by Section 31 
of the Act, viz., cost, market or replace- 
ment value, are inflexible and in many 
instances are regarded as unsuited to the 
particular circumstances of an industry 
or a class of taxpayer. 


If bases of valuation of trading stock 
have to be specifically laid down in the 
Act, the operation of the Act in this 
regard might be improved, and made 
more equitable if the Commissioner were 
given the power to permit the adoption 
of a basis of valuation other than those 
now specified, if such an alternative basis 
is appropriate to the industry concerned 
or to the circumstances of the taxpayer. 
The Commissioner would have to b 
satisfied that the adoption of some other 
basis of valuation of trading stock is 
warranted; thus his discretionary power 
would be exercised. 


Distribution by Private Companies 


Considerable difficulties are encoun- 
tered by private companies arising from 
the fact that no variation is permitted 
in the “prescribed period” during which 
distributions have to be made if ut 
distributed profits tax is to be avoided. 


Adjustments to taxable income which 
are unexpected and which are disclosed 
to the company subsequent to the end 
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of the prescribed period, or the amend- 
ment of assessments made after the pre- 
scribed period has expired, often result 
in the emergence of an “undistributed 
amount” which the company would other- 
wise have sought to avoid. 

Equity would be served if the Com- 
missioner was granted a discretion to 


extend the prescribed period in circum- 
stances such as those indicated above. 

The operation of other sections of the 
Act might benefit from the injection of 
a discretion to be exercised by the Com- 
missioner; this should be an interesting 
topic for further discussion on_ this 
subject. 





Notes on Selected Tax 


PERSONAL LIABILITY FOR RATES 


Shareholders in a_ flat-owning 
company who contributed to the 
company’s outgoings were not 
“personally liable” for the muni- 
cipal and water rates paid. 


A company owned a property consist- 
ing of four flats, let to tenants who each 
owned a group of shares in the company. 
The articles of association of the com- 
pany provided that the tenants were 
‘liable equally between them . . . and 
shall pay by way of rental to the com- 
pany .. . sums to provide for and meet 
the liabilities and outgoings of the com- 
pany” which included municipal and 
water rates, maintenance, renovations, 
ete. 

Section 72 provides for a deduction 
for “sums for which the taxpayer is 
personally liable and which are paid in 
Australia by him in the year of income 
for rates which are annually assessed” 
and for land tax. 

For the taxpayer, who was one of the 
tenant-shareholders, it was contended 
that because of the obligation imposed 
by the company’s articles of association, 
the holder of each group of shares was 
“personally liable” for the purposes of 
Section 72, and that the payment by the 
company of the rates was in effect a 
payment by the shareholder. 

The liability for municipal rates 
attached to the owner of the land, and 
for the water rates to the person (owner 
& Occupier) served with the rate notice. 
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Cases 
By D. C. WILKINS, B.coM., A.A.S.A. 


In each case, the company, as owner and 
as the party served with the rate notice, 
was liable. 


- The Board of Review did not consider 
that this liability of the company became 
a personal liability of the shareholders 
by reason of “any doctrine of mutuality 
or otherwise”. The shareholders had an 
obligation to reimburse the company for 
the rates and other outgoings which the 
company paid; the personal liability 
which was contemplated by Section 72 
was the liability which fell upon the 
company, not the liability assumed by 
the shareholders by reason of their agree- 
ment to provide funds for the company 
to fulfil its direct obligations to the rating 
authorities. 


The Commissioner’s decision to dis- 
allow a deduction to the shareholder for 
that proportion of the levy made on him 
by the company, which represented his 
share of municipal and water rates, was 
confirmed by the Board. 


Reported in 9 C.T.B.R. (N.S.) Case 
12, 10 T.B.R.D. Case No. K.79. 


LEASE AND SUB-LEASE OF OFFICE 
PREMISES 


Rental paid by a firm of solicitors, 
under a sub-lease from a family 
partnership, was allowed as a de- 
duction only to the extent of the 
amount of rent paid by the family 
partnership on the head lease. 
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Arrangements were made by a firm of 
solicitors with the lessor of office pre- 
mises in the city to have the premises 
leased to a family partnership consisting 
of the wives and/or relatives of the mem- 
bers of the firm. The annual rental paid 
by the family partnership was £1,776. 


The firm then sub-leased the premises 
from the family partnership. The annual 
rental payable under the sub-lease was 
£6,900. 


The period of the sub-lease was one 
day shorter than that for the head lease; 
otherwise the terms of the two leases were 
identical. 

For the year ended 30th June, 1957, 
the Commissioner allowed a deduction, 
in the assesment of the solicitors partner- 
ship, of £1,645, equal to the amount of 
the rent payable by the family partnership 
in that year, instead of £6,775, the 
amount of the rent actually paid by the 
firm to the family partnership. 


The matter was referred to the Board 
of Review (reported in 8 C.T.B.R. (N.S.) 
Case 144) by one of the partners of the 
firm of solicitors, whose share of income 
from the professional partnership had 
been increased as a result of the dis- 
allowance of the major part of the rent 
paid. 

It was made clear, at the Board hear- 
ing, that the family partnership had been 
“formed upon the initiative of the pro- 
fessional partnership and with the in- 
tention of providing the members of the 
family partnership with an income out of 
the fees earned by the professional part- 
nership.” The rent paid under the sub- 
lease bore no relationship to the economic 
rent which might have been obtained for 
the premises, and all the negotiations re- 
lating to the lease and sub-lease were 
made by members of the professional 
firm. 


The Commissioner contended that the 
rent paid by the professional firm was not 
wholly allowable under Section 51, as it 
was not an expense incurred in gaining 
or producing income or necessarily in- 
curred in carrying on the firm’s business. 
Alternatively, it was maintained that 
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Section 65 (payments to relatives) justi- 
fied the disallowance of the excess rent. 
Finally, the Commissioner considered 
that Section 260 operated to warrant the 
disallowance of the whole of the rent 
payable under the sub-lease. 


The Board considered that the Com- 
missioner had a right, in a particular case, 
to “scale down” the amount of expendi- 
ture claimed as a deduction. Here, it 
would appear, there was an undivided 
item of expenditure which was capable 
of apportionment because it had a double 
aspect, partly an outgoing which was at- 
tributable to the production of income 
and partly an outgoing related to a dif- 
ferent purpose. On the one hand, the rent 
paid by the professional partnership was 
directed toward reimbursing the family 
partnership for the rent payable under 
the head lease, and on the other hand, it 
was for the purpose of providing an in- 
come for the members of the family 
partnership. Having thus treated the 
rent as apportionable, the Board disre- 
garded the taxpayer’s contention that 
neither the Commissioner nor the Board 
had a right to determine how much of a 
particular item of expenditure should 
have been spent in deriving income, and 
they had to be bound by the very fact that 
the expenditure had been incurred. 


The amount of the rent which was 
directed towards providing the members 
of the family partnership with an income 
was regarded, therefore, as not having 
been incurred in gaining or producing 
income of the professional partnership, 
as it was not incidental or relevant to 
that end. The Board decided that of the 
rental payable, under the sub-lease, at 
least the amount which exceeded the rent 
payable under the head lease was 4 
distribution of income of the professional 
partnership to the wives or relatives ol 
the partners. 


The basis of assessment adopted by 
the Commissioner was therefore con- 
firmed. The Board of Review, having 
decided the matter in relation to Section 
51, did not consider the Commissioners 
alternative arguments, based on Section 
65 and Section 260. 
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Current Problems 
Discussed in Overseas Journals 


Notes prepared by the teaching staff of the Department 
of Accounting in the University of Melbourne. 


Accounting Reports 


In The Journal of Accountancy, 
January, W. B. Flowers reports on the 
results of a survey of opinion among 
CPAs in practice under the title “Some 
Criteria for Post Statement Disclosure”. 
He suggests that his survey shows a lack 
of uniformity in disclosure of events after 
balance date; but that some accountants 
do in fact exercise professional judgment 
in this connection in a conscious or sub- 
conscious pattern. 


Auditing 

An official release of the American 
Institute of Certified Public Accountants 
Committee on Auditing Procedures is 
included in The Journal of Accountancy, 
January. This is entitled “Responsibilities 
and Functions of the Independent 
Auditor in the Examination of Financial 
Statements” and its purpose is to clarify 
that section of “Codification of State- 
ments in Auditing Procedure” already 
dealing with this subject, as questions 
have been raised, since the Codification 
was issued, about the position taken 
therein regarding the responsibility of the 
independent auditor for the discovery of 
fraud including defalcations and other 
similar irregularities. 


A. W. Howitt in an article, “The 
Auditor and the Computer”, The Ac- 
countant, January 14, writes about a 
Situation that is beginning to appear in 
Australia on the introduction of large 
digital computers equipped with memory 
storage. These can be contrasted with 
units having punched card storage. The 
author feels that the auditor should treat 
them on their merit and regard them in 
the same light as other items of office 
machinery, many of which the auditor 
cannot operate. Thus programming or 
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operating the machine is not necessary 
though the auditor should try to become 
familiar with the language used by people 
responsible for these functions. An out- 
line is given of the ways in which an 
auditor can help in the ordering and 
installation of computers, and in auditing 
their operational running. 


“Auditing Small Business” is the title 
of an article in the “Practitioners’ Forum” 
section of the Canadian Chartered Ac- 
countant, January; this consists of some 
highlights from a paper given by I. L. 
Rosen to the Canadian Chartered Ac- 
countants 1960 Annual Conference. The 
emphasis is on problems arising in 
connection with small businesses where 
the approach may have to differ con- 
siderably from that in audits of large 
businesses; the author suggests the need 
for a “Committee on Practical Problems 
of the Small and Medium-Sized Audit”. 


Direct Costing 


In January, the National Association 
of Accountants published Research Re- 
port No. 37 entitled “Current Applica- 
tion of Direct Costing”. When the 
previous research report on direct cost- 
ing was published in 1953 only a few 
companies were found to be using direct 
costing. The present report summarizes 
the experience of fifty companies which 
have adopted direct costing. Officers of 
these companies were interviewed to 
ascertain how direct costing is used, why 
the specific methods were chosen, and 
what results have been obtained. 


Electronic Data Processing 


“The Management Concept in Elec- 
tronic Systems” is the title of an article 
by V. F. Blank in The Journal of Ac- 
countancy, January. The author submits 
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that what is needed is an engineered 
approach that recognises the business 
enterprise as a system of interdependent 
parts separated into departments for 
organisational reasons, but not for data 
processing purposes. The proper goal in 
electronic data processing systems should 
be profit improvement and this implies 
that the systems analyst look at the 
business as an over-all operation, not as 
a group of individual operations in 
which the mechanisation of data process- 
ing can be applied separately. 

The method of conducting a feasi- 
bility study, and the desirable informa- 
tion to be collected and considered in 
that study is discussed by B. Lockwood 
in Cost and Management, January, under 
the title “Punched Card and/or Elec- 
tronic Computer Feasibility Study”. 


Insurance 


In “Business Interruption Insurance” 
in Cost and Management, January, J. N. 
Fenton discusses, with illustrations, the 
questions of establishing the proper 
amounts to be insured when policies are 
taken out or adjusted, and the assess- 
ment of loss if claims arise. Although 
the details of the statements are relevant 
to Canadian practice the differences from 
our own are slight. 


Labour 

An approach to the isolation and 
assessment of costs of labour turnover is 
outlined by N. S. Woods, in an article 
entitled “Staff Turnover in Industry in 
the Wellington Area” in the Account- 
ants Journal (N.Z.), January. Many 
facets of this aspect of employment of 
labour are discussed and possibilities for 
improved managerial control suggested. 


Management Decisions 


Conventional approaches to the solving 
of business problems yield no certainty 
that the most profitable solution has been 
worked out. As R. B. Grant illustrates 
in “Mathematically Influenced Decision- 
Making” in the N.A.A. Bulletin, January, 
the certainty of providing optimum solu- 
tions to many complex problems can 
be achieved through the mathematical 
approach to them. 
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Operations Research 

The opinions of operational research 
workers and cost accountants differ on 
cost concepts and interpretation. This 
feature is illustrated in a paper “Cost 
Accounting and Operational Research” 
by J. R. Turcan in The Cost Accountant, 
January, in which an attempt is made 
to draw some tentative conclusions from 
examples quoted. 


Price Level Changes 

Three searching papers on this general 
subject given at the Canadian Chartered 
Accountants 1960 annual conference are 
included in the Canadian Chartered Ac- 
countant, January. R. M. Skinner dis- 
cusses “Some Arguments for and Against 
Adjustment”; W. B. Coutts, “An Ap- 
praisal of Theoretical Techniques”; and 
K. D. Thomas, “Recent Accounting 
Developments”. 


Profit-Volume Relationships 

In the N.A.A. Bulletin, January, C. 
T. Devine, in “Boundaries and Potentials 
of Reporting on Profit-Volume Relation- 
ships”, reviews various aspects of the 
feasibility of profit-volume analysis from 
the viewpoint of correlations between 
intended use and the form of presentation 
adopted. The limitations of the range 
over which profit-volume relationships 
have validity are also considered. 


Return on Investment 

A simplified version of the investor's 
method or the discounted-cash-flow 
method of calculating return on invest- 
ment is presented as a means of project 
evaluation by C. B. Allen, “Evaluation 
of Capital Projects — An Application of 
the Investor’s Method”, in the N.A.A. 
Bulletin, January. 


Taxation 

In an article entitled “Doing Business 
in Foreign Countries” in the Canadian 
Chartered Accountant, January, H. E 
Crate shows how Canadian companicts 
may benefit by operating in “tax-haven 
countries” which (1) do not levy any 
income tax at all, (2) do not levy tax 
on holding companies, and (3) exempt 
the foreign income of domestic corpora- 
tions from tax. 
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Recent Legal Decisions 


Valuation of Shares 


The basis to adopt in valuing 
shares in a company for the pur- 
poses of “The Succession and 
Probate Duty Acts, 1892 to 1955” 
(Qld.) where the formation of the 
company has been motivated to a 
considerable degree by a desire to 
reduce the incidence of death duties, 
is discussed in a recent decision of 
the Supreme Court of Queensland 
(Stable, J.). The case—re Jekyll 
— is not yet reported, and this note 
is based on a copy of the judgment 
kindly made available by Mr. A. S. 
Donnelly, the Queensland State 
President of the Society. 


A proper appreciation of the issues 
involved necessitates a somewhat detailed 
statement of the facts. Prior to his death 
the testator, G. E. Jekyll, was possessed 
of considerable property. He formed a 
company to which he subsequently sold 
a farming property for £143,680 (that 
being its proper value) and various 
shares etc. in other companies for 
£24,574 odd (that also being their proper 
market value). Each sale was followed 
by what his Honour described as “a 
cheque-signing and depositing” proce- 
dure, and an application by the testator 
for shares in the company. In respect 
of the sale of the farming property he 
was allotted 130,000 1% first non- 
cumulative preference shares of £1 each, 
which were fully paid, and in respect of 
the other transaction he was allotted a 
further 24,574 such shares, also fully 
paid. 

After these transactions the issued and 


paid-up capital of the company consisted 
of the following £1 shares — 


154,574 1% first non-cumulative pre- 
ference shares—all held by the 
testator. 

One 1% second non-cumulative pre- 
“gag share—held by the testator’s 
wife. 
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By L. C. VOUMARD, B.A., LL.B. 


One ordinary share—held by the 
testator’s son. 


One ordinary share—held by the 
testator, who had made a declara- 
tion of trust acknowledging that he 
held this share as trustee for his 
grandson. 


This could fairly be termed an unusual, 
if not unique, capital structure! 


The testator was named in the articles 
—Stable, J. described them in one 
passage as “artfully drawn” articles — 
as permanent governing director; he was 
chairman of the board; and he held 76% 
of the voting power. During the course 
of the company’s life to date the profits 
of the company showed an annual aver- 
age return of something under 3%. 


By his will the testator left the residue 
of his estate upon trust for his son and 
grandson, neither of whom, so it appeared 
from the evidence, was especially anxious 
to continue the company as a (princi- 
pally) farming company, their interests 
were more in the direction of running 
sheep. The winding up of the company 
and a division of its assets, or a division 
of the assets amongst members or some 
of them without liquidation (a division 
which the memorandum of association 
purported to authorise) were by no means 
merely remote possibilities. 


Against that background there had to 
be determined the value of the testator’s 
shares in the company for purposes of 
succession duty. The relevant legislation 
provides (Section 47) that the Commis- 
sioner of Stamp Duties may, in his 
discretion, adopt as the value of any 
shares or stock in any company such 
sum as in his opinion the holder there- 
of would receive in the event of the com- 
pany being voluntarily wound up. It was 
conceded that if this basis — the basis 
of liquidation — were properly adopted 
the value of the testator’s shares was 19/- 
per share; and it was this figure which 
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the Commissioner did, in fact, adopt, and 
he issued an assessment accordingly. In 
the appeal against this assessment the 
petitioners contended that that was the 
wrong basis to adopt; that in the circum- 
stances the proper basis was the usual 
one of future maintainable net profits, 
based on considerations of yield. On this 
footing it was claimed that the correct 
value of the shares was no more than 
2/- each. There was some question 
whether the voting rights attached to the 
shares ought to be taken into considera- 
tion, or whether they had died with the 
testator, but in the event nothing turned 
on this (although the court inclined to 
the view that the voting rights had not 
died with the testator) because all the 
experts, on both sides, approached the 
valuation of the shares on the assumption 
that their voting rights disappeared on 
the death of the testator. 


The view of the Commissioner was 
that the shares should be valued by 
reference to the potential which they re- 
presented in the hands of the successors; 
that the successors controlled the com- 
pany; and that either by winding up the 
company or by splitting it up they could 
transfer its property to themselves; and 
that it was unlikely that the company 
would carry on business indefinitely. If 
the deceased’s shares were to be offered 
for sale in the open market, and assum- 
ing there was an outsider who might be 
prepared to buy them, it was, it was 
argued, almost certain that the holders of 
the ordinary shares (namely the deceased’s 
son and grandson) would stop any 
stranger from buying them; that the 
potential value of the shares and the use 
which could be made of them were such 
that the son and grandson would not 
allow them to go outside the family. For 
these reasons, it was said, the usual basis 
of valuing shares should be ignored. 
Admittedly, the liquidation basis of valua- 
tion was an unusual one to adopt, but it 
was the proper basis if, as in this case, 
the anticipated yield from the shares did 
not provide a measure of their real value. 


As against that the petitioners asserted 
that there was no reason to depart from 
the usual basis of valuation, namely, that 
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of the hypothetical seller and buyer — 
the willing but not over-anxious pur- 
chaser who looks mainly to the dividends 
he can reasonably expect from the shares, 
And they produced experts to say that 
if that basis were adopted the value of 
the shares ranged from 1/4 to 2/- each. 
But having regard to the unusual nature 
of the company (none of the experts had 
any knowledge of a similarly capitalised 
company with which comparisons could 
be made); to the fact that it would not 
be a business proposition to continue the 
company with its present abnormally low 
rate of return for any great length of 
time; and to the further fact that it was 
unlikely in the extreme that a buyer could 
be found to whom the owners of the 
shares would be willing to sell them, 
Stable, J., felt himself bound to accept 
the Commissioner’s submission. He ac- 
cordingly found that the liquidation basis 
of valuation was proper in the circum- 
stances, and upheld the value of 19/- 
per share adopted by the _ revenue 
authorities. 


Court’s Discretion to Make Winding Up 
Order 


In the case of In re Vuma Ltd. 
(1960) 1 W.L.R., noted in this 
column recently, a winding up peti- 
tion against a company with virtually 
no assets was opposed by certain 
creditors whose aggregate debts 
greatly exceeded the debt of the 
petitioning creditor. 


There was no evidence to explain why 
these majority creditors opposed the 
petition, and the court of appeal, there- 
fore, declined to regard their wishes as 
outweighing the prima facie right of the 
petitioner to have a winding up order. 
The discretion conferred on the court by 
Section 346 of the Companies Act, 1948 
(Eng.) [cf. Section 237 of the Companies 
Act 1958 (Vic.)], which enacts that the 
court may have regard to the wishes of 
the creditors as proved to it by any 
sufficient evidence, is a general one, and 
before a majority of creditors can ask 
the court to exercise its discretion in their 
favour, and to override the wishes of the 
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minority petitioning creditor, the majority 
must show that some good reason exists 
for so doing. 


A similar point arose in Jn re P. &. J. 
Macrae Lid. (1961) 1 W.L.R. 229. 
There, a company with a paid up capital 
of £1000 had managed to accumulate 
debts of nearly £30,000 within the period 
of eighteen months following its incor- 
poration. A judgment creditor for an 
amount of just under £700 presented a 
petition to have the company wound up 
compulsorily by the court on the ground 
that that judgment debt had not been 
paid. The petition had the support of 
eleven other creditors to whom was 
owed, in total, some £2100. It was 
opposed by 42 other creditors whose 
combined debts totalled about £26,000. 
The only relevant evidence before the 
county court judge who first heard the 
petition was that the 42 creditors wished 
to oppose the petition; there was no 
indication of why they opposed it. 


The judge made the winding up order 
sought, whereupon the opposing creditors 
appealed. The court of appeal by a 
majority dismissed the appeal. The 
majority of the court held that there was 
nothing to indicate that the trial judge 
had exercised the wide discretion which 
Section 346 conferred upon him, on the 
wrong principles. It had been urged for 
the opposing creditors that if a majority 
of creditors oppose the petition, the court 
should require the petitioning creditor to 
show that special circumstances exist, 
such that his claim for a winding up order 
should prevail. The petitioning creditor, 
on the other hand, argued that an un- 
paid creditor is, as a general rule, entitled 
to a winding up order ex debito justitiae, 
and the only qualification on this is, to 
quote a passage from Palmer’s Company 
Law, 20th Edn, at p. 701, “that the court 
will regard the wishes of the majority in 
value of the creditors, and if, for some 
good reason, they object to a winding up 
order, the court in its discretion may 
tefuse the order”. The majority of the 
court accepted that passage as correctly 
stating the law, and held that for the 
Majority of opposing creditors to succeed 
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they must show some good reason for 
their attitude; they had not done this, 
so their appeal had to be dismissed. 


For a case in which the court’s discre- 
tion was exercised in the opposite direc- 
tion, one might refer to the recent decision 
of Pennycuick, J., in In re A.B.C. 
Coupler & Engineering Co. Ltd. (1961) 
1 W.L.R. 243. There, a long-established 
company with a paid-up capital of 
£194,000 had an excess of assets over 
liabilities of nearly £700,000. There was 
a judgment creditor for an amount of a 
little over £20,000 and, when only £3000 
of this was paid, that creditor presented 
a petition to have the company wound 
up on the ground either that it was un- 
able to pay its debts or that it was just 
and equitable that it be wound up. 
There were no other creditors to support 
the petition; on the contrary, a number 
of creditors, with combined debts of 
£18,000 odd, opposed the petition, as did 
the company. There was some strong 
likelihood, too, that if no order were 
made the company had every prospect of 
being able to continue its business. 


Here, the question was how the discre- 
tion conferred by Section 346 was to be 
exercised. The judge first referred to In 
re Vuma Ltd. (supra) as showing that the 
mere fact that a petition is opposed by 
creditors whose total debts exceed that 
of the petitioning creditor does not neces- 
sarily mean that a winding up order 
should be refused, but he added that great 
weight should still be given to the wishes 
of the majority of creditors. And, taking 
the view that the company was un- 
doubtedly solvent and had substantial 
assets, and having regard to the fact that 
the opposing creditors considered the 
company’s prospects such that it was 
desirable that the business should continue 
to be carried on, he declined, in the 
exercise of his discretion, to make a 
winding up order. 


The only comfort for the petitioning 
creditor was that no order was made as 
to costs. Here, his Lordship took the 
same course as Wynn-Parry, J., had 
taken in Jn re R. W. Sharman Ltd. 
(1957) 1 W.L.R. 774; (1957) 1 All E.R. 
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737. It was there held that where a 
judgment creditor is deprived of the 
right ex debito justitiae to a winding up 
order only by the opposition of a majority 
of creditors, the fair practice would be 
to make no order as to costs. 


Unsatisfied Execution as an Act of 
Bankruptcy 


By Section 52(e) of the Bank- 
ruptcy Act 1924-59 (Cmlth.) a 
debtor commits an act of bank- 
ruptcy if execution against him has 
been levied by seizure of his goods 
in an action in any court or in any 
civil proceeding in any court and 
goods have been either sold or held 
by the sheriff for seven days, or if 
any such execution has been issued 
and returned unsatisfied. 


But in Mclvor v. Watson (1960) 
A.L.R. 638 the High Court emphasised 
that the process must be in an action or 
in a civil proceeding; otherwise no act 
of bankruptcy is committed. 


W had obtained an order against M 
in the Commonwealth Industrial Court 


for the payment of a sum of money by 
way of penalty and costs for an offence 
against one of the provisions of the 
Conciliation and Arbitration Act 1904- 
58 (Cmlth.). W had been the informant 
in these proceedings, and when M did 
not pay the costs W took steps to enforce 


the order. This was done under the pro- 
visions of Section 121 of the Conciliation 
and Arbitration Act, pursuant to which 
the Registrar of the Commonwealth 
Industrial Court granted W a certificate 
in respect of the amount of costs awarded 
to him. That certificate was then filed 
in the magistrate’s court in Brisbane, and 
execution issued out of that court. It 
was not wholly satisfied, and a sequestra- 
tion order was later made against M on 
the act of bankruptcy constituted by 
Section 52 (e). 


M appealed to the High Court on the 
ground that no act of bankruptcy had 
been committed. To come within Sec- 
tion 52 (e) the execution must be in an 
action or a civil proceeding. It was not 
“in an action”, so the issue became, was 
it an execution in a civil proceeding? 


It was held that it was not. The 
Original order was made in a proceeding 
for an offence, and that could not be 
described as a civil proceeding. The fact 
that the order was filed in the form of 
a certificate in a civil court out of which 
execution issued was not enough; the 
proceeding retained its original character 
as one founded on the prosecution of an 
offence. Consequently the petition was 
not founded on an act of bankruptcy 
which was made out under Section 52 (e), 
so the appeal was allowed and _ the 
sequestration order set aside. 





AUDITING AND INDEPENDENCE 


“The Need for a New Rule of In- 
dependence” is the title of an article by 
T. G. Higgins in The Journal of Account- 
ancy, January. The author discusses the 
arguments for and against amending the 
present rule of the American Institute 
of Certified Public Accountants by con- 
sidering and explaining an amendment 
(proposed by the Institute’s Committee 
on Professional Ethics) which would 
have the effect of barring Institute mem- 
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bers from certifying financial statements 
if the member was an officer or director 
of his client, or had any direct financial 
interest or a material indirect financial 
interest therein. He submits that if they 
desire universal respect and trust, they 
must be above suspicion; and _ that 
nothing would strengthen the public 
confidence in CPAs more that the elimi 
nation of relationships which might 
appear to involve conflicts of interest. 


The Australian Accountant, May, 1961. 
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The Profession of Public Accountant* 


E Society has recently completed 

its eighth year of activity and it is 
pleasing to reflect on the work that it 
has been able to achieve following the 
consolidation of the profession. 


The first organised professional body 
of accountants in Australia was formed 
just over 76 years ago in Adelaide. By 
1897, at least one professional institute 
of accountants had been established in 
each State except Western Australia. 


Thus from various State bodies has 
emerged the Society, and it has taken 
over sixty years to consolidate the pro- 
fession into a strong body both numeri- 
cally and financially. 


However, numerical strength and 
financial security are not the most im- 
portant qualities, nor do they ensure 
efficiency and respectability. What your 
clients and mine are vitally interested in 
is whether they are receiving the stan- 
dard of service they expect from the 
accountancy profession in Australia. 


I feel I can say that the mmebers of 
the accountancy profession in _ this 
country are undertaking greater respon- 
sibilities today than they were twenty 
years ago. There is no doubt that im- 
portant changes have occurred in what 
people think of accountants and account- 
ing, and there is no doubt also that im- 
portant changes have been made in ac- 
counting methods themselves, and by new 
and improved services offered to clients. 
There has been great achievement in our 
theory and practice, and generally the 
greater body of members has attempted 
t0 keep abreast of the developments in 
commerce and industry by attending 
conventions, lecture courses and by 
other means at our disposal. The task 
of improving the standard of the pro- 





* A paper presented at a Public Account- 
ants’ Convention held by the Australian 
Society of Accountants at Shepparton, Vic- 


‘ona, on 7-9 April, 1961. 
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By W. P. HENSON, F.A.S.A. 


fession is ever with us and it is the 
responsibility of each and every member 
of the profession to ensure that he gives 
a high standard of service to the business 
community and upholds the ethics and 
traditions of the profession. 


Like any professional man, the public 
accountant knows that success depends 
upon what others think of him, and that 
his practice will gain and grow in quality 
through satisfied clients. Success is also 
related to the collective reputation of 
the profession as a whole. 


The individual public accountant gains 
his professional reputation, which is un- 
doubtedly a most important asset, from 
two sources. One of these is the stand- 
ing he has acquired in his immediate 
sphere of influence, and the confidence 
his own clients have in his capabilities. 
The other source is a more general one 
— the knowledge of the public that the 
standard of education, experience and 
integrity is of a high order for those 
public accountants who refer to them- 
selves as members of a reputable pro- 
fessional body such as the Australian 
Society of Accountants or the Institute 
of Chartered Accountants in Australia. 


I consider it is important to look back 
and feel proud of what has been done in 
our field of endeavour in the last twenty 
years, but I think it more important to 
be looking ahead a few years to try and 
envisage the tremendous changes that 
will inevitably take place in the work 
we perform. Our future work will be 
more concerned with the future events 
of business and will only have reference 
to past events when such information 
is useful for either corrective action or 
for formulating still further plans for 
continued future actions. Of course, 
there will always be the necessity to 
record past events for the preparation 
of financial statements and to gather all 
the necessary information for the prepara- 
tion of income tax returns. What I stress 
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is that there is the trend today towards 
giving greater assistance to management 
in budgetary control and planning expen- 
diture for plant and equipment. 

Mr. Robert Trueblood in the January, 
1960, issue of “C.P.A.”, the membership 
bulletin of the American Institute of 
Certified Public Accountants, aptly ex- 
pressed the importance of adopting the 
tools which will enable this shift from 
hindsight to foresight by saying: 

“|. . We should be concerned about 
educating the business community to our 
consciousness of the imminent changes in 
our profession, lest we be regarded as either 
a derelict or backward group. . Unless 
we adjust ourselves to new thinking, new 
technology and new attitudes, the business 
community may tend to find these talents 
in places other than our profession.” 


Development of Auditing 


From the early days of civ'lization, 
some form of auditing has been practised 
to prevent losses through the frailties of 
human nature. Even in the days of the 
early Pharaohs, for instance, the overseer 
carefully made notations on papyrus as 
the cornsacks were filled in the royal 
granaries, but it was the duty of another 
official to check these same sacks into 
the storehouse. This system represents 
the simplest form of audit, the checking 
of one man’s work by another. 

Both the ancient Greeks and Romans 
exercised some kind of surveillance over 
official accounts, the Greeks using skilled 
“checking clerks” to audit public accounts 
and the Romans keeping a watchful eye 
on the accounts of officials handling 
cash. 

Although systems of accounting have 
varied through the centuries from country 
to country, a common factor has been the 
vigilant watch maintained as a safeguard 
against fraud or speculation. 

It is interesting to rote that the audit 
in England may be traced back to the 
twelfth century when, during the reign 
of Henry I, a great “Pipe Roll” of 
Exchequer receipts was compiled in 
triplicate, each roll being maintained 
separately by different officials. The 
three records were required to agree in 
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every detail, any difference being investi- 
gated at the end of the year. The word 
“probatum” or mark of audit was written 
against the adjusting entry. 

Another custom introduced into Eng- 
land during the twelfth century persisted 
until the beginning of the 19th century. 
This was the issue of wooden tallies as 
receipts. The tally, a stick on which 
details of the transaction were notched, 
was split in two lengthwise ,each of the 
contracting parties retaining a portion. 
On settlement of the debt the two parts 
of the tally were required to match 
perfectly, thus obviating malpractice. 


Towards the middle of the nineteenth 
century, accountants began for the first 
time to practice in any scale in the City 
of London, and until about 1880 their 
work was mainly associated with bank- 
ruptcy, liquidations and_receiverships, 
the Bankruptcy Act of 1869 greatly in- 
creasing the volume of work. However, 
the Bankruptcy Act of 1883 inaugurated 
the office of Official Receiver and a 
sharp decline in the insolvency business 
became inevitable. To offset this loss, 
accountants during the same period were 
acquiring a considerable amount of work 
in connection with the joint stock or 
limited company movement, which was 
encouraged by the Companies Act of 
1862. 

Then in 1879 and 1900 two further 
Acts were passed which in effect estab- 
lished auditing as an integral and sub- 
stantial part of an accountant’s practice. 
The Act of 1879 required banks to 
employ auditors and that of 1900 
required every company to do so. 


Coming closer to home, a_ similar 
position has been brought about in the 
Australian States with the passing of 
the various Companies Acts, such as 
that of 1896 in Victoria and 1899 in 
New South Wales. The position of the 
auditor, already strengthened by such 
Acts, was consolidated by the legislation 
of the 1930’s requiring greater dis 
closure by companies to their shate- 
holders. This trend has been continued 
and emphasised by the draft uniform 
Companies Bill prepared in 1960. 
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Victorian company legislation has 
always been well to the fore in creating 
recedents, firstly in providing in the 
Act of 1896 that only licensed persons 
could be appointed as auditors for 
public companies and, secondly, in setting 
the pattern for the draft of the Uniform 
Companies Bill of 1960. However, I 
noted that when the 1958 Act was passed 
in Victoria no provision was made for 
the compulsory audit of proprietary com- 
panies. 


Basic Purpose of Auditing in Future 


An auditor has been defined as “a 
person who examines and reports on 
accounts and records, either in a pro- 
fessional capacity or as an employee”. 
In the past, he has been regarded by 
some clients solely in the light of an 
investigator, ever on the watch for fraud, 
embezzlement or defalcation rather than 
a potential adviser who is in an excellent 
position from his analysis of the books 
to offer constructive suggestions for 
streamlining the organisation at all 
levels. 


In the wider concept of his role, the 
auditor's own approach should be differ- 
ent. His chief aims should be to ascertain 
that the accounts disclose a true and fair 
view of the company’s assets and 
liabilities, presented in sufficient detail 
to enable proprietors and shareholders 
to understand the position, and that no 
misrepresentation has occurred in the 
accounts. 


To realize these aims, the auditor 
must insist that an adequate system of 
internal check and control operates 
within the company. 


I have read that at least one leading 
American firm of accountants, having 
accepted an audit, advises the client that 
the audit is not designed, and cannot be 
telied upon, to disclose defalcations and 
other similar irregularities. I believe that 
in England also, the current trend in 
some of the larger and more progressive 
companies is to absolve the auditor from 
blame if he fails to discover minor 
discrepancies. 
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If it were possible for the external 
auditor to persuade his client that, by 
the installation of a well-planned ac- 
counting system with good internal 
control, the future of his company and 
its assets could be safeguarded, then the 
auditor would have sufficient time avail- 
able on the audit to study the overall 
picture of the organisation for possible 
weaknesses or improvements. The some- 
what limited role of checker of the work 
of others could be abandoned and that 
of financial adviser substituted. This 
would be a development for which the 
auditor is ideally suited. 


Auditing standards at the present time 
are mainly based on the certification of 
accounting records of past transactions. 
It is suggested that the auditor could also 
render invaluable service as a planner 
of future development. In the October, 
1960, issue of The Accounting Review, 
Professor Oswald Nielsen of Stanford 
University has set forth some challeng- 
ing suggestions for new audit standards 
in his article “New Challenges in Ac- 
counting”. The following is an extract, 
which I think is significant: 

“An important standard would be a 
a required minimum of usefulness for 
business planning. Secondly, it would be 
important to devise minimum procedures to 
be followed in business planning. Such 
procedures should include the review of 
past information or other significant indi- 
cators of situations which will be repetitive 
in the future. There also should be pro- 
cedures for the supplementing of these data 
with indicators of the extent to which other 
data are likely to be changed by altered 
prospects of business conditions. Thirdly, 
there must be developed minimum standards 
for procedures by which any firm adapts 
itself to the situations existing in its own 
industry. Fourth, there likewise must be 
some system for adapting to general 
economic conditions such as population 
growth and shift, changes in interest rates 
and availability of money, and changes in 
the labour market either in the way of 
labour supply, working conditions or rates 
of pay. In the fifth place there needs to be 
developed means of indicating the range of 
possible error in estimate.” 


In the ever-changing economic and 
business conditions of the world today 
it is impossible for the auditor’s position 
to remain static. His analytical skills 
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must be used to the best advantage and 
I feel that Professor Nielsen is definitely 
pointing the way to a new role for the 
auditor in business society. 


Constructive Accounting 


The accountant’s training in investiga- 
tion work should enable him to pass 
constructive criticism on the many 
systems with which he comes in contact, 
eliminating undesirable aspects and set- 
ting up effective administration in both 
office and factory. Efficiency can be 
effected by him in many ways, parti- 
cularly through organisation, a somewhat 
wide term which can, for convenience, 
be loosely broken into three phases. 
They are, firstly, the mechanics of the 
recording of financial transactions, 
secondly, costing and factory manage- 
ment and, thirdly, the preparation of 
reports to indicate the financial position 
of the company and its prospects. 


The problems of the small and large 
company run parallel, but the services 
of the public accountant in the field of 
organisation are usually sought by the 
small company where elementary pro- 
blems sometimes assume tremendous pro- 
proportions. The solution of these pro- 
blems can usually be worked out by 
educating the small business man to 
keep an orderly routine. 

In the smaller businesses, the public 
accountant is far too often presented 
with a mass of material, consisting of 
cheque butts, invoices, receipts and a 
miscellany of jigsaw pieces from which 
he is expected to solve the puzzle in the 
shortest possible time. 


In such cases, the client can be 
advised to assist himself by preparing 
statistics of his business on a form 
provided by his -accountant for that 
purpose at regular periods of the year. 
I have tried this method with consider- 
able success and find that a last-minute 
rush is obviated by the relatively orderly 
documentation of material. 

Another method I have found to be 
effective and time-saving, especially in 
relation to the filing of taxation returns, 
is the photo-copying of handwritten 
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statements of accounts, properly ruled 
and neatly presented, which have been 
prepared in our own office. Two sets 
of photo-copies have been made, one 
for the Taxation Department and one 
for the client, the original handwritten 
material being filed in our working 
papers. 

Indoctrination of the client along these 
lines will, I feel, free the public account- 
ant from pettifogging bookkeeping details 
and permit him to expand his services 
to the client in the direction of produc- 
tivity and planning. 

With reference to the possible nature 
of future accounting, I should like to 
again quote from Professor Nielsen’s 
article “New Challenges in Account- 
ing” — 

“With the increased emphasis on predic- 
tion and planning with regard to business 
activity and with the development of 
analytical tools which slant data to the 
predictive rather than the _ retrospective 
qualities of business, it is to be expected 
that the nature of future accounting needs 
to change if the accounting function is to 
survive as an important element of modern 
ae ee 


Valuation of Shares and Businesses 


Another point of interest is the part 
played by the public accountant in share 
valuation work. Take-overs and mergers 
are becoming increasingly common today 
and the accountant is often called upon 
to undertake the valuation of shares of 
proprietary companies. His advice can 
be helpful to owners of private com- 
panies who quite frequently are unaware 
of the real value of their shares, some- 
times greatly exaggerating, but often 
under-estimating, their worth. 

Since such shares are not listed on 
the stock exchange, it is difficult to 
arrive at a fair value without the judg 
ment of an experienced person. At 
times it is mecessary to seek further 
information and advice from people 
associated with the particular trade oF 
industry in which the company & 
engaged. 

It is also a wise client who calls upon 
his accountant to value any business he 
contemplates purchasing. There af 
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many pitfalls to be avoided, particularly 
in a small business. By a careful analysis 
of the books, the accountant is able to 
verify the value of assets and income, 
and determine whether a satisfactory 
margin of profit can be maintained in 
the future. 


There is a tendency on the part of 
some business agents to rely entirely 
upon the arbitrary assessment valuation 
for the goodwill of the small business 
concern. Such “rule of thumb” methods 
as £x per thousand units of circulation 
for a newsagent, or £x per short ton of 
flour used per week for a bakery are 
most unwise and can be misleading. The 
net return on the amount of the invest- 
ment must be calculated at all times. 
One sees repeatedly the case of a person 
buying what is described as a promising 
business which returns little or no net 
profit after the proprietor (and sometimes 
some of his family) has allowed for a 
reasonable rate of salary based on the 
hours that he gives to the business. In 
some instances the client would have 
received a greater income by remaining 
in a position as an employee and invest- 
ing his limited capital in a good invest- 
ment. 


Financial and Business Adviser 


The public accountant in practice is 
to his client a person of many parts. 
Earlier, | mentioned briefly what an im- 
portant aspect of our professional work 
is that of planning ahead and assisting 
the client in the financial outlook. This 
has reference, also, to taxation work and 
advice, which are themselves becoming 
such an increasingly important section 
of the public accountant’s practice today. 
However, one of the most relevant 
questions arising from this Convention 
in Shepparton is whether, from my paper 
or from some of the other papers pre- 
sented to you, you ask yourself, “How 
can | improve my own techniques?” 
Briefly I have referred to auditing, con- 
structive accounting, valuation of shares 
and businesses, but there should be some 
special mention given, in my opinion, to 
the role of the public accountant as a 
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financial adviser to that great naumber of 
small businesses with which we are all 
proudly blessed in our daily work. 


Most of use have had the experience 
of accompanying a client to a bank or 
other lending body in order to give 
support and provide financial information 
that has been or may be requested. 
Usually the problems under discussion 
can be resolved in a friendly conversa- 
tion, but it must be remembered that the 
banker will always rely on hard facts 
because he has to carry out his task as 
manager and this necessitates supporting 
whatever policy the bank has laid down 
for the particular case in mind. The 
public accountant’s report to the bank 
is therefore very valuable. The banker 
will want more extensive information 
than the balance sheet shows, for 
instance, on the sundry debtor position 
— the age of the debts, what allowances 
have been made for bad debts, etc. He 
might want to see the stock sheets, 
broken up by careful classification, with 
comment on their saleability etc., and, 
of course, their relation to turnover. The 
up-to-date taxation position with the 
liability forecast will be required, apart 
from all the usual questions regarding 
the relation of current assets to liabilities, 
etc. 


The client will need to be advised 
what short-term funds the business will 
require, according to the plans as set out 
by the management, and what long-term 
funds will be necessary. Short-term cash 
forecasting for a business, big or small, 
is not particularly difficult. The small 
man, in his rough and ready way, with- 
out the assistance of his accountant, just 
adds his estimated receipts for the week 
to the last balance as shown on the butt 
of his cheque book, and deducts what 
are the most urgent bills for purchases, 
light and power, etc. that he knows he 
must pay during the week, and, if the 
balance is sufficient to meet his payroll 
on the next Friday, he is reasonably 
satisfied, provided, of course, there is 
something for him to put in his pocket 
as well. Very often important liabilities 
are left out of his calculation, or it may 
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be the Taxation Department will require 
a payment that week, and so all his 
short-term planning goes for nought. 
The public accountant can, however, in 
methodical fashion, take care of alli these 
details and set out the short-term financial 
programme, which will be beneficial both 
to client and banker. 


Long-term finance requirements, even 
for the small business, can be difficult 
to assess without a thorough background 
of knowledge of the particular business, 
but again it is a question of fact-finding, 
examination of past performances, people 
involved in the enterprise, their experi- 
ence in that particular field, the economic 
trends of the times and other relevant 
information. The public accountant is 
playing a vital role in assisting businesses 
in their approach for whatever finance 
they may require, either short-term or 
long-term. 


Independence in Public Practice 


In this paper, brief though it may be, 
mention has been made of most of the 
tasks that confront the accountant in 
public practice, and it is observed in our 
every-day life that there is a merging or 
overlapping of some of these functions. 
Therefore, we should with benefit address 
our minds to the outstanding issue with 
which this situation confronts us — in- 
dependence. Much has been written on 
this subject, and the matter was first 
raised many years ago in England when 
legislation for the protection of the invest- 
ing public was enacted which required 
a statutory audit for public companies 
to be made by someone not associated 
with the management. Before that, such 
audits were made by stockholders, but 
it soon developed that a knowledge and 
experience of accounting were necessary. 
Gradually from among those who 
possessed those qualification there 
emerged persons who undertook such 
work as a separate occupation. It is 
noteworthy, therefore, that independence 
was the first requirement, the need for 
that being recognised even before the 
need for technical competence. 
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There are some fairly obvious pro- 
blems before us daily, such as — writing 
up the books and also doing the audit; 
the conflict of directorships and audit: 
and having a financial interest in the 
client’s affairs. 


Taking the first case, there are some 
who would say that the accountant who 
has written up the books disqualifies him- 
self as auditor, in that you cannot check 
your own work. It can also be argued, 
on the contrary, that there is very little 
difference between recording completed 
transactions in the books and preparing 
statements therefrom, and in merely 
auditing such entries made by the client’s 
bookkeeper. The basic entries, which the 
auditor-cum-bookkeeper would not ordi- 
narily enter, such as, sales dockets, the 
physical writing out of cheques, the 
collating together of purchase invoices 
and recording them in a purchase journal, 
etc., are the things that count. There is 
no violation of independence, in my 
opinion, if this basic information is 
expertly handled by the more competent 
man in practice. 


The problem of directorships is a 


more acute one. Nowadays, it is 
commonplace for most companies, either 
private or public, to have a practising 
accountant on their boards. In some 
quarters it is considered that the practis- 
ing accountant is not necessarily wiser 
than any other person of experience in 
considering matters of policy, but, be- 
cause of his training, he seems to have 
a flair for ensuring that all the material 
facts and considerations are before a 
board when directors are reaching a 
decision on financial matters. Thus the 
business community is rendered a valu- 
able service by the practising man. The 
question of independence as between the 
same person being a director as well as 
an auditor does not arise because he or 
his partners are precluded from acting 
in both capacities, but the problem may 
arise when the practising accountant, who 
may be a director of a company in 4 
certain line of business, accepts an audit 
of another company which is in the same 
field, and competitive. To take matters 
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to a fine point, there may be some who 
would argue that it could be unethical 
for a practising accountant to even accept 
the audit of two competitive companies 
in the same field of business. On the 
other hand, there are some accountants 
who, by their experience in a certain 
direction, are sought after and acclaimed 
experts in that field, their experience and 
integrity being their most important 
assets. 


The question of having a_ financial 
interest in the client’s affairs is a some- 
what vexatious one. In some quarters the 
investment by an auditor in even one 
share of the client company is regarded 
as undesirable, but there are many public 
accountants who feel that a modest 
investment cannot affect their independ- 
ence. The conscientious accountant 
would not allow himself to be influenced 
by the possibility of some small gain or 
loss by such a holding. The real difficulty 
arises from the possibility that outsiders 
might consider him to be not as independ- 
ent as desirable. Also some situations 


change over a period and it is difficult 


to know just exactly where to draw the 
line. 

These illustrations point to the grow- 
ing change in the profession, but there 
should never be any change in the 
attitude of the professional accountant 
in practice to do always what he feels 
is right and in the interest of increasing 


the high public regard for our members. 
As Mr. John A. Wilson said in his 
excellent address at the A.P.A.C. Con- 
ference last year: 

“Our profession has achieved a stature 
not even dreamed of 50 years ago. This is 
due to the people in it and their readiness 
to recognise the need for progressing with 
the times. . . . Being members of a distin- 
guished body and thereby acquiring the 
right and responsibility of passing impartial 
judgment, we must take care that we do not 
abuse our privileges. Our ambition for 
business success should not outweigh our 
regard for the more important things in 
life which are embodied in the true pro- 
fessional attitude. If we can achieve this, 
we will have litle trouble in resolving the 
problems surrounding this word ‘independ- 
ence’.” 


Conclusion 


The General Council of the Society is 
using its best endeavours to advance the 
profession in general and the Society in 
particular. Last year the work of the 
A.P.A.C. Convention made an import- 
ant impact on the business community 
here and overseas. This year the visit of 
the four American lecturers to Australia 
will indicate to the commercial world 
that the accountancy profession is a 
progressive group of people in the com- 
munity. Every member of the Society 
is charged with the responsibility of doing 
his part to enhance the prestige of the 
profession by giving the quality of 
service that will be most satisfactory 
to his client or his employer. 





BEST PREPARED PAPER TO GAIN £200 FIRST PRIZE 


first prize of £200 is offered by the 

Australian Road Transport Federation in 
its 1961 ‘prepared paper competition. The 
second prize is £60, the third £50, and the 
fourth £40. 


In this competition, known as the “A.R.T.F. 
Goods Section Award, 1961”, competitors are 
Tequired to write a paper on the subject of 
“Costs and Charges for the Transport of 
Goods by Road in Australia”. It is antici- 
pated that the paper will embrace an examina- 
tion of the nature and behaviour of costs and 
their relationship to carriers’ charges. 


The paper may be of 5,000 but not more 
than 10,000 words. Tables, diagrams and 
figures will not be counted as words. The 
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paper submitted shall be the original work of 
the competitor and shall not have been pre- 
viously published or read in public. The com- 
petition shall be open to any person resident 
in the Commonwealth of Australia. Entries 
will be received on the condition that the 
Executive of the Goods Section, Australian 
Road Transport Federation, shall have the 
right to publish. Any proceeds resulting shall 
become the property of the author. 


Competitors must lodge their papers with 
the secretary, Australian Road Transport 
Federation, 79 London Circuit, Canberra 
City, A.C.T., on or before 4 p.m. on 9 
August, 1961. Further information about the 
competition may be obtained from the secre- 
tary at the above address. 
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Investment Analysis as Seen by an 
Institutional Investor 


By Dr. HAROLD F. BELL, B.A., M.Com.(Melb.), Ph.D.(Lond.), 
A.A.S.A., F.A.L1., (Economist to the A.M.P. Society) 


OME wit has observed that “if you 
teach a parrot to say supply and 
demand you have an economist”. There 
is an element of truth in the implication 
but it is not a whole truth. Knowing 
about the laws of supply and demand is 
a basic requirement for the economic 
practitioner but he is likely to be a poor 
economist whose equipment begins and 
ends solely with that discipline. 

So it is with investment analysis. 
Capacity to analyse balance sheets and 
financial statements is an essential tool 
for the investor but there is much more 
to investment-making decisions that that. 
In the terminology of the mathematicians 
we may say that balance sheet analysis 
is a necessary but not a sufficient condi- 
tion for effective investment decisions. 


There are really two distinct phases 
in investment analysis — the first is the 
arithmetical dissection of the accounting 
reports and the interpretation of the 
emerging data — the second is the getting 
of these results into focus against the 
investment environment of the particular 
company and of the industry in general 
in which it operates. 


It may be thought that institutional 
investors, because they may have in their 
employ experienced investment analysts, 
actuaries, accountants and economic 
advisers are in the happy position that 
they can in some scientific way reduce 
the first phase to such a precise mathe- 
matical basis that they can proceed with 
confidence to reach categoric investment 
decisions without needing to resort very 
much to the second phase of the opera- 
tions. This is not the case. 


Although from time to time they may 
study and experiment with some of the 
more refined mathematical theories of 
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investment timing, it is my belief that in 
the purely arithmetical phase of their 
analysis most of them content themselves 
with the more or less standard tests of 
the financial structure and operating 
experience of companies such as are to 
be found in such works as A. A. Fitz- 
gerald’s Analysis and Interpretation of 
Financial and Operating Statements and 
elsewhere. 


If they depart from the pattern there 
outlined, it is mainly to give emphasis 
to selected tests and virtually to discard 
others not because of any quarrel with 
the reasoning behind such tests but for 
two different reasons. The first is that 
many of the analytical tests described in 
the accounting text books, whilst possess- 
ing great interest for an investigating or 
management accountant, may only be of 
tangential interest to the investor and 
may in fact distract him from other 
factors more significant for his role as 
an investor. The second reason for 
omitting to apply all the tests enunciated 
in the accounting and financial text books 
is that, all too frequently, the published 
accounts fail to provide the basic data 
needed for the tests or, if they do, there 
may be lacking certain supplementary 
information (such as the basis of the 
valuation placed on stocks) which it 1s 
vital to know if one is to draw any 
conclusions with confidence. 


A balance sheet by itself is in some 
respects like a snapshot — it gives am 
impression of the subject at a particular 
point of time but it is subject to three 
limitations. The first is that we may 
make the picture lighter (e.g. by “window 
dressing” the bank overdraft at balance 
date) or darker than it really is (eg. 
by conservative accounting or nom 
disclosure). 
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Secondly, a snapshot, being itself in 
two dimensions, may not provide us 
with much sense of depth unless we use 
a sufficiently powerful lens to penetrate 
beyond the fairly superficial front. So 
too, in the balance sheet, we have to 
endeavour to get some impression of 
depth by getting behind the figures to 
give them some meaning in relation to 
the business as a whole. (And just as 
we sometimes get a misleading impression 
of what a person really looks like unless 
we take both a front view and a profile 
so with a company we need to look at 
it not only face to face through its 
balance sheet but also we need to see 
it in profile through its operating or 
revenue account which gives us a better 
idea of the arteries nurturing the facial 
expression. ) 


Finally, a snapshot is essentially static, 
even when it applies to a living organism. 
To get an impression of movement we 
can do one or both of two things. We 
can study a series of pictures of the same 
object taken at various intervals. Just 
as we may take a snapshot of a child 


each birthday to put in the family album 
to mark his or her growth from year to 
year so we may make a comparison of 
balance sheet movements from year to 
year in order to gauge whether a com- 


rapidly, progressing 


pany is growing 
heading for 


steadily, stagnating Or 
destruction. 


Because of these limitations of a 
single balance sheet when viewed in 
isolation it is not surprising that the 
accounting text books (such as that 
by Sir Alexander Fitzgerald already 
mentioned, from which the following 
quotation is taken) usually enter a caveat 
such as this: 

“The size of any individual item or group 

of items in a balance sheet is of itself of 
little significance; it takes on significance 
only when it is compared: 

(a) with the size of like items or groups 

in previous balance sheets, or 

(b) with the size of other items or groups 

in the same balance sheet.” 
This warning to accounting students 
should be heeded also by the student of 
investment analysis, but provided he does 
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not carry the process too far, the invest- 
ment analyst can often gain some useful 
though incomplete points of information 
by looking at balance sheet totals even 
in absolute terms and in_ isolation. 
Amongst the information of this kind 
that can be gleaned at a glance are the 
following points: 


(a) The size of the company in terms 
of funds employed; i.e. we can 
quickly classify it as a small com- 
pany, a medium sized company, a 
large company or a giant concern. 


(b). The size of the company’s issued 
ordinary capital will sometimes give 
an indication of whether shares are 
likely to be readily available to 
investors. If the issued capital is 
small, the age of the company as 
a public company slight, and there 
are indications of large family share- 
holdings, there may well be a pre- 
sumption that shares are tightly held 
and difficult to acquire at least in 
sizeable parcels. 


The statement of capital also gives 
the potential investor an indication 
of any uncalled liability in respect of 
issued capital. 


(d) Certain items may by their very size 
and before any analysis is made 
attract attention and provide either 
significant information or the clue to 
significant information. Large items 
of “freehold property” or “invest- 
ments” are cases in point. If simple 
inspection reveals the “investments” 
item to be large in absolute terms 
this will require early study for it 
may be that the business is indirectly, 
in effect, a very much different busi- 
ness from that which its name or 
direct operations imply. Large in- 
tangibles should also be a warning to 
be sure and look at this position in 
earlier balance sheets. 


An isolated balance sheet does give 
an indication of net tangible asset 
backing and more importantly an 
indication of the real nature of that 
backing. 





(f) Simple inspection may also provoke 
further vital inquiries where appar- 
ently obvious items are missing. For 
example if freeholds are non-existent 
but the company is closely identified 
with a large building this may be an 
indication that there exists a long 
lease obligation. With the growth of 
leasing arrangements many American 
accounting authorities feel that com- 
panies and investors should have 
regard to these obligations which are 
of a quasi long term debt nature even 
though they don’t secure inclusion in 
the balance sheet. 


So there are a few things the investor 
can learn or at least get an idea of by 
simple inspection. However, the next 
step is of greater importance and this 
consists of an examination of certain 
balance sheet and revenue account items 
or of cross-relationships between them 
in order to gain knowledge about four 
vital questions, which are: the short- 
term effectiveness of the financial struc- 
ture; the long-term effectiveness of the 
financial structure; the profitability of 
the company; and pointers to future 
financial policy. In these quests numerous 
tests or variations of these tests can be 
applied but my experience is that for the 
investor as distinct from the management 
accountant (who will have a great deal 
of supplementary data at his disposal) 
it is best to restrict oneself to one or two 
of the simpler calculations, and _ this 
course will be followed here. 


Three useful measures of the short- 
term effectiveness of the financial struc- 
ture are: the working capital ratio; the 
quick assets or liquidity ratio; and 
comparative movements in key items 
amongst the current assets and current 
liabilities. 


These are well known measures and 
need be referred to only briefly here. 
Working capital may be defined as the 
excess* of current assets over current 
liabilities, or it may be expressed inversely 
as the excess of long-term liabilities plus 
shareholders funds over the long-term 
assets. In short, working capital means 
just what it says; it is the capital avail- 
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able to carry on business from day to 
day. But we should note that for work- 
ing capital to be at an optimum level it 
is not merely sufficient that the com- 
pany should be able to meet its short- 
term liabilities. It is also imperative that 
inadequate working capital does not 
impede the company from effectively 
getting on with its day-to-day business. 
At the other extreme is of course the 
lesser evil of having idle funds. 


The usual method of describing the 
working capital position is by taking the 
ratio of current assets to current liabilities 
and a rule of thumb that enjoys consider- 
able popularity is that this ratio should 
approximate two to one. Provided that 
we do not become too dogmatic about it, 
this is a useful first approximation, but 
we must then go on to ask three supple- 
mentary questions: 


(i) What has been the 
ratio over the years? 


trend in the 


(ii) Does the pattern exhibited by the 
working capital ratio differ very 
much from the norm one would 
expect for the particular type of 
industry, observing that many busi- 
nesses, by virtue of their rapid turn- 
over, may get by with a ratio less 
stringent than two to one whilst 
other business may require to do 
much better ‘than this. 


(iii) Finally, how has the business in 
fact been faring in the light of the 


working capital ‘ratio achieved? 
(Here the investor must have regard 
to a great deal of ad hoc informa- 
tion, including his own observations 
if the company is a local one, state- 
ments in the company’s annual 
report about particular trading diffi- 
culties, and general market intellig- 
ence.) 


All these considerations are important 
but the movements in the ratios over 
the years are probably the most import- 
ant of all. 


The symptoms and effects of it- 
adequate working capital are a general 
deterioration of credit standing; hand- 
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to-mouth buying with loss of discounts, 
inadequate stocks, over-dependence on 
creditors and generally uneconomic opera- 
tions. At the other extreme excessive 
working capital gives rise to ineffective 
control of stocks which may lead to 
subsequent difficulties and to ineffective 
control of book-debts and employment 
of funds in comparatively unremunera- 
tive short term investments. 


The liquid asset ratio or quick assets 
ratio is, in a sense, a sub-division of the 
working capital ratio. It is measured 
by the ratio which current assets (exclud- 
ing stocks) bear to current liabilities 
(excluding bank overdraft). It is in effect 
a measure of the short-term solvency of 
the business since it indicates its capacity 
to meet immediatelv. or at short notice, 
its current liabilities. 


Here too, a convention has grown up 
that the ratio of current assets other than 
stocks to current liabilities other than 
than bank overdraft should be at least 
one to one, but uniform application of 
this standard is even less justified than 
in the case of the working capital ratio 
convention of two to one. In interpret- 
ing the meaning of the quick assets ratio 
one has to give rather greater weight to 
other factors, namely: 


(a) The type of business and, in parti- 
cular, whether there is or is not some 
built-in liquidity (as is the case with, 
say, chain stores, where volume of 


turnover should quickly relieve a 
temporary difficulty), or where there 
is some built-in illiquidity (such as 
in, say, heavy engineering where 
large jobbing contracts are under- 
taken and final payment may be 
stretched a long way into the future). 


(b) The size and standing of the com- 
pany which may permit it to operate 
quite efficiently on a relatively slender 
quick asset ratio because of its 
virtually assured ability to raise bank 
or other finance at very short notice 
and without incurring penal terms. 


Finally in looking at the short-term 
Position we need to note any significant 
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trends or fluctuations in particular items 
among the current assets and liabilities. 
Growing dependence on bank overdraft, 
for example, may presage the need for a 
reorganisation of the permanent capital 
structure. A rising trend in trade debtors 
may be indicative of greater turnover; 
it may indicate increasing and deliberate 
use of credit sales; it may indicate laxity 
in debt controls; or it may be a combina- 
tion of all three. Variations in the figures 
or persistency of trends are not neces- 
sarily conclusive in themselves but they 
do give us the signal to make further 
investigations — perhaps using some of 
the supplementary ratios of the account- 
ancy textbooks (e.g. the ratio of book 
debts to sales or the movements of sales 
in relation to stocks if these figures are 
available) or at least to make further 
inquiries. Often the latter will readily 
reveal the explanation. For example wide 
variations in stocks may in some cases 
be explained by changes in import licens- 
ing, seasonal fluctuations or violent 
changes in commodity prices. 


When we move to a consideration of 
the longer-term financial structure of a 
company there are again three approaches 
that warrant consideration. These are 
firstly the proprietorship ratio; secondly, 
as before, a study of trends and move- 
ments in particular or aggregate non- 
current assets and non-current liabilities; 
and thirdly the nature of the gearing 
which the pattern of the long-term 
liabilities imposes. 


The proprietory or proprietorship ratio 
measures the proportion of long-term 
funds coming from or belonging to the 
Owners or proprietors; in short, from 
the shareholders, as distinct from out- 
side creditors current and deferred. The 
rule of thumb convention here is again 
one to one but wide variations may well 
be in order depending upon the nature of 
the company’s assets. But for the general 
run of companies the standard mentioned 
is probably a good point of reference 
and wide departures from it (for which 
the reason is not obvious as it should be 
in, say, a banking or finance company) 
want checking particularly in conjunc- 
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tion with the working capital ratio. But 
even if the working capital ratio is 
apparently satisfactory, a low proprietary 
ratio may by itself indicate a fundamental 
weakness in the capital structure —a 
state of under-capitalisation of which the 
main symptoms and effects have already 
been described in reference to an in- 
adequate working capital position. An- 
other indicator of the same type of 
trouble is the existence of a high percent- 
age of non-current assets on total funds, 
associated with low percentage of pro- 
prietorship on total funds. 


Conversely a condition of over- 
capitalisation may be suggested by any 
or all of these three signs: a high pro- 
prietary ratio; high working capital or 
quick assets ratios; and a low percent- 
age of total funds represented by non- 
current assets especially when associated 
with a high percentage of proprietorship 
to total funds. 


The effects and symptoms of such a 
condition of over-capitalisation include 
the disabilities springing from excessive 
working capital already mentioned (e.g. 
ineffective control of stocks, book debts 
and investments). In addition, evidence 
of the excessive proprietorship invest- 
ment in relation to earning capacity may 
be marked by a low percentage of operat- 
ing profit on operating funds and a low 
percentage of profit in relation to share- 
holders’ funds. 


In looking at the long-term financial 
structure, “gearing” or the measurement 
of fixed-interest obligations in relation to 
earnings is also of importance for two 
purposes: i.e. in gauging the burden of 
interest which fixed-interest borrowings 
impose on total earnings and in gauging 
what effects on profits available for 
distribution to the ordinary shareholders 
are imposed by prior ranking obligations 
to preference shareholders. 


The arithmetic and general mechanisms 
of gearing are well known and it may 
be sufficient here to make two general 
observations of a cautionary nature: 

(i) The first is to emphasise that it is 

the relationship of the charges im- 


posed by fixed-interest commitments 
to earnings which is important, and 
not the relationship between the 
absolute capital size of fixed-interest 
obligations and issued ordinary 
capital. This latter relationship may 
be useful for other purposes but in 
the context of gearing it is some- 
what meaningless since the rates of 
interest on fixed-interest obligations 
vary within such wide limits. Yet 
it is surprising how often this second 
unsatisfactory measure is misused. 


The second this to observe is that, 
in this past decade of buoyant busi- 
ness and high company taxation, 
there has been a notable tendency 
to use fixed-interest loan finance 
(the interest on which is a charge 
before profit is struck) rather than 
shareholders’ capital (the dividends 
on which can only be allocated from 
profits after tax is struck). It is 
therefore especially important at this 
particular phase of the business cycle 
to note any tendency to high gear- 
ing and, where it is present, to assess 
whether, in the event of any sub- 
sequent deterioration in business 
prospects, this high gearing is likely 
to cause serious trouble. Where the 
problem may be of special import- 
ance in particular classes of busi- 
ness (e.g. hire purchase companies) 
one will need to make a more 
detailed analysis of the time sequence 
of the debt obligations. 


The third major phase in the analytical 


process is the study of profitability. 
There is much more to this aspect than 
merely ascertaining whether dividends 
are likely to be forthcoming. Profit- 
ability tests are valuable not only from 
this aspect but they also provide a final 
check on some of the other criteria 
mentioned earlier. It may well be for 
example that a company may on examina- 
tion fail miserably to satisfy the conven- 
tional working capital standard but still 
have a most excellent history of profit- 
ability, thus indicating that in its parti- 
cular field, or because of its standing, it 
is well able to operate successfully on 
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its own standards even if they do shock 
the text book writers. 


Conversely, a company may hand- 
somely satisfy the other tests but still 
tun in a poor record of profitability 
because a suitable financial structure will 
not override technical inefficiency or un- 
economic operation. (It is important to 
note in passing that whilst these two are 
not mutually exclusive neither are they 
necessarily synonymous. A company can 
have great technical proficiency and yet 
factors beyond its control render it un- 
economic. Conversely, a company may 
be operating in a market situation in 
which the environmental factors are 
conducive to economic operation but 
these advantages are frittered away by 
technical inefficiency or incompetence and 
in spite of a reasonably suitable financial 
structure.) 


ln any event the dominant reason for 
a company’s existence, and for the 
acquisition of interests in it by investors, 
is the making of profits. The benefits 
dispensed may take the traditional form 
of dividends, or they may assume the 
more recent vogue of capital benefits 
(bonus issues) but this latter practice 
should not be allowed to obscure the 
fact that all benefits ultimately depend 
on profitability (whether these profits are 
from current or past earnings or from 
windfalls). 


So one needs to place great emphasis 
on profits, and in particular we need to 
study: 


(a) The trend of profits. The absolute 
figures here are of limited value 
except where the company is in a 
relatively static industry. Normally it 
is much more essential to study profits 
in relation to shareholders’ funds, and 
their relationship to total funds em- 
ployed may also throw up interest- 
ing information. (Measuring profits 
against paid capital is virtually mean- 
ingless in this context and it is highly 
dangerous to use this measure as any 
guide to real profitability — though 
again it is surprising how often this 
occurs.) 
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(b) The pattern of profits. Superimposed 
upon the long-term trend there may 
be shorter-term movements, or 
absence of movement, so that the 
profits graph is either comparatively 
smooth, subject to periodic fluctua- 
tions or violently oscillating. These 
variations need further examination 
in order to distinguish whether they 
are due to mishaps within the control 
of the business, or external condi- 
tions. In both cases it is imperative 
to ask two questions: How does the 
business acquit itself in getting out 
of trouble? Are the troubles likely 
to be of a recurring nature? 


(c) The basis of profits. This is one of 
the most difficult things to determine 
with any confidence because of in- 
complete information (a_ situation 
which the Uniform Companies Act 
will perhaps improve). It is an 
academic point whether it is best in 
studying the trend in profits to use 
the figures for profits before or after 
tax, but whatever is done it is 
certainly often useful to form some 
opinion as to whether the tax 
provided is realistic or whether it is 
grossly exaggerated so understating 
published profits. Likewise deprecia- 
tion provisions may be highly con- 
servative and achieve a similar result. 
Sometimes the fact that net profits 
are conservatively stated will be con- 
firmed by other comments in the 
annual report or there may be some 
clue observable in the accounts them- 
selves; e.g. some companies seem to 
disclose just enough profit to meet 
their usual dividend even when there 
are other indications that the business 
is growing successfully. 


The final step in analysis is to look at 
features which may give some indication 


about future financial experience and 
policy. Particular trends in many of the 
factors already mentioned may in fact 
offer some clues here. For example, a 
rising bank overdraft as a percentage of 
funds employed may herald the need for 
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early resort to longer-term financing. If 
there is already a very low proprietorship 
ratio, these funds are perhaps more likely 
to be sought by an issue of capital rather 
than long-term borrowing since the condi- 
tion already mentioned may well inhibit 
long-term lenders from making an 
advance. 


In addition to this kind of thing there 
are one or two points which need special 
mention: ; 

(i) The presence of convertible notes 
or convertible debentures in the 
balance sheet should be carefully 
noted and their ultimate effect upon 
the capital structure and earnings 
task should be projected. This is 
particularly important at the present 
time. 

The percentage of available profits 
distributed is a highly important 
measure. Important features which 
emerge from such a study and which 
bear on the future of the company 
include: The company’s ability to 
maintain stability in dividend pay- 
ments; the degree of self-financing 
achieved thus providing insulation 
against outside difficulties in raising 
capital; prospects of future benefits 
either by way of special bonus 
dividends or by way of capital 


benefits; and some rough guide as 
to whether market prices of the 
shares are realistic. 


This, then, is a rough appreciation of 
the main arithmetical or accounting con- 
siderations of which the investor should 
take note — the degree of emphasis vary- 
ing in and with particular cases. The 
tests outlined if tempered with a good 
deal of common-sense and general know- 
ledge may provide valuable pointers even 
though they should not be too slavishly 
followed. But there remains for the 
investor the no less important task of 
examining what we may conveniently call 
the environmental factors. 


These include such matters as the 
quality and continuity of the manage- 
ment, the degree of competition within 
the industry, inter-relationships with other 
industries (these may be complementary 
and favourable or highly competitive 
where substitute products are involved), 
factors determining the size of the home 
market, prospects for exports, avail- 


ability of raw materials, manpower and 
finance, tariff protection, growth patterns 


within the industry, vulnerability to 
economic fluctuations, etc., etc. In short, 
arithmetical analysis must be accom- 
panied by judgment based upon broad 
experience and intelligent inquiry. 





EPIC WIDENS FACILITIES 


The Commissioner of the Export Payments 
Insurance Corporation (Mr. G. A. Hawley) 
recently announced a further widening of the 
Corporation’s facilities. 

Indonesia. Indonesia is now included 
amongst the countries for which the Cor- 
poration’s facilities are available. This mar- 
ket is of special importance to Australia and, 
whilst the difficulties in trading are well 
known, the knowledge that the Corporation’s 
facilities are available could have an im- 
portant bearing on the attitude adopted by 
exporters and potential exporters. 


Overseas Stockholdings. Following the 
Federal Government’s recent announcement 
of measures to stimulate Australian export, 
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including the likely provision of warehouse 
facilities overseas, the Corporation has fe- 
viewed its premium rates for insurance on 
such stocks. These now range from as low as 
3d. per month per £100 value of stock. Pre- 
mium charges vary according to the risks as- 
sociated with the particular country involved. 


Claims. Since 30 June, 1960, the Cor- 
poration has paid a number of claims amount- 
ing to approximately £10,000 to exporters m 
several States. Commodities include wool, 
fruit and livestock. Pending and potential 
losses on a wide range of primary products 
and lightly manufactured goods, amounting 
in all to some £20,000 have also been referred 
to the Corporation. 
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Technique of Using the Income Tax Act 
in the Examination Room 


By CARL W. FISCHER, B.Com., A.A.W.Q. 


RIMA FACIE, permission to use the 

Income Tax Act in the examination 
room, even in an expurgated state purged 
of students’ notes, would seem to provide 
the means to an outstanding pass in in- 
come tax law with a minimum of effort. 
However, statistics show that the percent- 
age of passes in income tax law is no 
greater than in those subjects where 
assistance is denied. 


This could be for a variety of reasons. 
The percentage of passes may have been 
lower had assistance from the Act not 
been available; the examination may 
have been increased in scope and 
complexity to offset the advantage of 
reference to the Act; the Act might be 
too involved to be of any practical use 
under time restricted conditions; or 
students may not be making the greatest 
possible use of the Act in the examina- 
tion room. 


It is the object of this paper to attempt 
to clarify these issues. Some discourse 
on income tax law is inescapable, but it 
has been kept to the minimum incidental 
to the principal theme. 


Although access is permitted to the 
Income Tax Act in examinations, it was 
not always so, and generally the practice 
is considered too radical to find general 
acceptance. However, we need not let 
the controversy detain us long here. 


The case “for” seems to be that 
potential knowledge is more important 
than carrying much law in the mind, and 
the case “against” is that memorising 
involves intensive study which leads in 
turn to a better understanding of the 
subject. 
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It seems slightly incredible now, but 
many years ago, questions could be 
expected like “what is assessable in- 
come?” and “what is taxable income?”. 
Obviously that sort of manna no longer 
falls from the heavens. 


Index and References 


Students customarily and disdainfully 
dismiss indexes and references as being 
too elementary to be deserving of study; 
but where time is the essence, it is wise 
to supplement, a knowledge of the Act 
with and understanding of the index and 
reference structure. 


The Income Tax Act is one of the 
few statutes comprehensively indexed. 
Every section of the Act is referred to, 
some many times, and the heavy cross 
referencing often uses uncomplicated, 
common sense terms. 


There is, of course, the inherent weak- 
ness of any index system, the difficulty 
of the key word conceived by the index 
compiler coinciding with the key word 
conceived by the index searcher, but this 
problem is probably insoluble. Wher- 
ever possible, (sometimes it is prevented 
by understandable ignorance) alternative 
key words should be examined. 


Another factor which detracts from the 
value of the index is the use of jargon. 
Jargon in its fullest sense is the technical 
language of a trade, profession, or group, 
otherwise unintelligible to a layman, or 
persons who are not initiates. Jargon is 
desirable, inasmuch as it effects an 
economy of language by avoiding clumsily 
diffuse expression, where wordiness would 
serve no good purpose. It is a pre- 
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requisite. of jargon that the reader or 
hearer is familiar with the writer’s or 
speaker’s universe of discourse. 


Examples of income tax jargon are: 
Abnormal income; composite incomes; 
concessional deductions; default assess- 
ments; and double deductions. 


There are many more, and students 
are urged to make a list from the index 
and commit them to memory. This 
permits a readier use of the index, and 
the use of these terms in examination 
answers saves discursive explanations and 
impresses an examiner who is himself 
conversant with the expressions. 


The difficulties of jargon in the index 
are offset to some extent by cross refer- 
encing. Thus under “Concessional Deduc- 
tions” appears a list of all of those items 
which are allowable concessionally. These 
items also appear under their individual 


headings, even when they are such rela- 
tively isolated deductions as hearing aid 
or artificial limb. 


In addition to the index there is a 
table of sections, which is set out in 
numerical sequence of the Act, together 
with a summarised indication of the 
content of the section. This short precis 
also appears beside the section in the 
body of the Act. Never quote these 
marginal notes as authorities. Under the 
Acts Interpretation Acts, neither the 
marginal notes nor the footnotes to any 
Act shall be deemed to be part thereof. 
It is inevitable in the study of the Act, 
that certain sections will become identified 
in the mind of the student with its sec- 
tional numbering, and there will equally 
inevitably be occasions when some 
confusion results. The table of sections 
provides a speedy means of redress. It 
is also worth remembering that in this 
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An Ex-Examiner Comments 


OST examiners would, of course, 
object to the suggestion that, 

in setting an income tax examina- 
tion paper, they devote time and 
effort to working out catches, setting 
traps, weaving webs and digging pits. 
The fact that the candidate may be 
accompanied to the examination 
room by his copy of the Act is to 
a substantial extent a reflection of 
the nature of the subject. The 
candidate is not expected merely to 
study a piece of legislation, remember 
its important features, and serve them 
up to the examiner; the subject is 
Income Tax Law and Practice, and 
it is therefore the practical applica- 
tion of the law of income tax that 
the student should seek to grasp in 
his preparation for the examination. 


The index, and for that matter the 
Act itself, may be a stimulant to 
flagging memory, but memory, in 
the sense that it may be required in 
the study of other law subjects, is 


not as important as comprehension 
of what the various sections studied 
mean, and how they are applied to 
a set of practical circumstances. If 
the learning is “defective”, the appli- 
cation by the candidate of a parti- 
cular section to the circumstances 
described in the question will 
probably, in many instances, be in- 
effective whether he discovers the 
section concerned or not. 

The examiner seeks precision in 
the answers to the questions he 
poses, for the very reason that the 
Act is available to the candidate for 
reference. The recognition of the 
principles concerned in the practical 
case set out in the question invites 
the use of the Act to achieve some- 
thing of this precision, to avoid 
irrelevancies and woolly reasoning. 

The index is useful; the Act is 
useful; but unfamiliarity with the 
practical application of the Act is 
usually apparent. 
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table, Sections 23 and 26 are listed with 
reference to each part of these wide 
sections, providing a quick guide to 
exemptions and certain items of assess- 
able income. 


The Act is divided into parts and these 
are set out by name in Section 5. Some 
of the divisions are too wide for practical 
reference (Division 3 covers over 40 
sections), but the headings may be worth 
a glance in a general way by the 
examinee. 

The remaining references in the Act 
are printed as marginal notes to the 
sections concerned, and refer to the 
Income Tax Assessment Act of 1922 to 
1934, and details of insertions, substitu- 
tions, additions and repeals of, or to, 
the sections. The former notes appear 
as Cf. I.T.A., and the latter are quoted 
by number, year and section. 


These interim changes are listed as an 
appendage to Section | of the Act and 
show in chronological order, dates of 
assent and of commencement. How- 
ever, these amending Acts usually carry 
sections referring the alterations to a 


specific income year, and the date of 


commencement would be at best an 
approximate guide to its incorporation 
in the Act. For example, of the effec- 
tive sections appearing in No. 70 of 
1959, five apply in respect of the year 
which commenced on 1 July, 1959 and 
two apply to the year ended 30 June, 
1959. 


There are also two schedules incor- 
porated in the Act, the first providing 
details of the repealing of Acts, and the 
second defining the boundaries of the 
zones to which the concessional zonal 
allowances apply. Neither schedule need 
engage the attention of students. The 
zones are referred to in Section 79A, 
and in questions asked to date the in- 
formation available in the section is 
sufficient. 

Another important reference in the 
Act is the definitions. The bulk of these 
appear in Section 6, but other definitions 
occur in other sections, usually to define 
some relevant feature of that section. 
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Note that under these conditions, defini- 
tions of the same term may vary. Thus 
in Section 6 “Australia” includes the 
Territory of Papua, whereas in Section 
77A “Australia” includes the Territory 
of Papua and the Territory of New 
Guinea and in Section 78(2) “Australia” 
shall be deemed to include the Territory 
of New Guinea. 

To test the effectiveness of the index 
and references, a hypothetical case has 
been taken of a student with some know- 
ledge of income tax jargon but nothing 
of income tax law, attempting an actual 
examination paper within the time limit 
of three and a half hours. The student’s 
condition of mind was simulated as 
closely as possible, and preference was 
given to those questions which appeared 
to be more readily answerable from 


available sources. 
10 marks. 


QUESTION 1. 

A resident of West Germany is visiting 
Australia to act as technical adviser to an 
Australian manufacturing company. He expects 
to stay for 18 months. Advise him concerning 
the effect of Australian income tax law in 
relation to the salary he will receive for 
services performed in Australia. 

Natural index words suggested by the 
question were “Visitor”, “Salary”, and 
“Services rendered” and the jargon 
index word of “Non-Resident”. Under 
“Visitors to Australia” appears “income 
exempt businessmen and industrial 
experts, Section 23 (c) (vii), p. 18; 
rebate, 160ABA (p. 186)”. The same 
reference in slightly different form 
appears under “Non-Residents”. Section 
23 (c) (vii) established that it applied 
to the (“salary” of a “non-resident” 
“visiting Australia” during which he is 
employed as a “technician” in a “manu- 
facturing business”. Section 23 (c) (vii) 
(1) (A) established the position for the 
first year of the visit and Section 23 (c) 
(vii) (1) (B) did the same for the second 
year subject to certain contingent com- 
plications. Section 23 (c) (vii) (2) added 
a proviso that the income must attract 
West German tax. Section 160 ABA 
repeated much of Section 23 (c) (vii) and 
set out the terms of a rebate, if taxed 
in Australia. 





The completed answer was covered in 
the two referent sections, and the rating 
for the question could be as high as 
eight marks. 


However, 35 minutes were occupied 
in arriving at the conclusion that if the 
income paid West German tax it was 
exempt in the first year and exempt in 
the second year subject to special pro- 
visions, and that if it didn’t pay West 
German tax it was liable to Australian 
tax but to no greater extent that a cor- 
responding German tax. 
QUESTION 2. 

Give brief reasons, including authority for 
the conclusion reached in each of the ten 
following cases. 

(a) Are the following payments allowable 

as deductions? 


(i) A donation to the Royal Melbourne 
Hospital paid in a Company’s first 
year of income, when a _ substantial 
loss is incurred from carrying on its 
business. 


The index word here was obviously 
“Donation”. Under “Donations” the 
index refers to “Gifts and Contributions”. 
Under “Gifts and Contributions” appears 
— ‘to certain funds and _ institutions, 
deduction for, Section 78 (1) (a) p. 90”; 
and “limitation of deductions, Section 
78 (3) p. 94”. 


20 marks. 


A reading of Section 78 (1) (a) fairly 
easily established that a donation to a 
public hospital was allowable, but it took 
longer to establish that under Section 
78 (3) a remaining income must be avail- 
able before a donation was allowable. 


(ii) Rates paid by a resident of Australia 
on a house property in New Zealand, 
which was previously income produc- 
ing, but temporarily untenanted in 
the year in which the rates were 
paid. 


Again the index word “Rates” was 
obvious. Under “Rates” appears — 
“deductions for, Section 72 (1) p. 78”. 
The section unequivocally states that rates 
paid in Australia (not out of Australia) 
were allowable. 


The question answered in the negative 
was correct. but the wording undoubtedly 
invited a discussion on business deduc- 
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tions ex Australia. Nothing was to be 
found quickly in the index which would 
be of assistance here. 


(iii) Commission paid on collection of 
rents. 


The index words suggested here were 
“Commission” and “Rent” and under 
“Commission” appears “for collection of 
income, deductible, Section 64, p. 74”. 
On reference to the Section, assessable 
income was easily identifiable with rents. 

(iv) Stamp duty paid on a lease of pro- 
perty used in taxpayer's business. 


Index words “Stamp Duty” and “Duty” 
were unavailing. Under “Leases” how- 
ever appears “expenses of preparing, 
deduction for, Section 68 p. 77”. Section 
68 is unequivocal. Stamp duty on a 
lease in a taxpaper’s business is allow- 
able. 

(v) Calls paid on shares of a gold mining 
Company operating in New Guinea. 

The index word “Calls” is self-selec- 
tive and under “Calls” appears “on 
shares in mining, prospecting, or 
afforestation companies and syndicates, 
deduction for, Section 78 (1) (b) page 
93”. Section 78 (1) (b) clearly permits 
a deduction for calls on shares in com- 
panies mining for gold, provided the 
principal business is carried on in Aus- 
tralia. What is Australia? For Section 
77A (1) Australia includes the Territory 
of Papua and the Territory of New 
Guinea. For Section 78 (2) Australia is 
deemed to include the Territory of New 
Guinea in relation to Section 78 (1) (a). 
Section 7 extends the Act in some 
respects to New Guinea, and Section 6 
defines Australia as including the Terti- 
tory of Papua. Section 78 (1) (b) and 
Section 6 combine to render the deduc- 
tion disallowable. 

(b) Are the following receipts assessable 

income? 

(i) A_ scholarship of £500 per annum 
received by a full-time student from 
an industrial company conditional 
upon the recipient agreeing to accept 
employment with the company for 
at least three years after graduation. 


“Scholarship” suggests itself as the 
index word, and under “Scholarship 
appears “income from, exempt in certain 
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cases Section 23 (z) p. 25”. Section 
23 (z) clearly excludes from exempt 
income a scholarship with a condition 
of services. 


(ii) A dividend received by a resident of 
Malaya from an Australian Company 
carrying on profitably a business in 
both Australia and South Africa. 


The index word would be “Dividend” 
or “Non-Resident” and under both are 
given the clue of Section 44 (1) (b). 
Section 44 (1) (b) is clear that non- 
residents are assessable on dividends to 
the extent to which they are paid out 
of profits derived from sources in Aus- 
tralia. 


(iii) An amount received by the vendor 
of a freehold property representing 
consideration for the sale of the 
goodwill of the business carried on 
by him in those premises. 


Of the various index words “Freehold 
Property”, “Sale of Property” and “Good- 
will”, only “Goodwill” is productive, with 
a reference to “Leases”. A_ possible 
inference from the index is that goodwill 
refers to leases only, and is therefore 
not assessable when related to freehold 
property. 

(iv) Income derived from the investment 
of moneys contributed to a fund 


established to provide _ retirement 
benefits for employees. 


Reference to Section 23 (j) page 30 
appears in the index under “Funds” and 
“Retiring Allowance” and under “Benefit 
Funds” reference is made to “Funds”. 
Section 23 (j) makes it clear that the 
income is exempt. 

(v) An amount received from an insur- 
ance company on a “loss of profits” 
policy. 

Under “Insurance” and “Losses” in 
the index appear references to Section 
26 (j) page 31. This section indicates 
clearly that this type of indemnity is 
accessable. The estimated mark rating 
for this question was fourteen out of 
twenty, and the time taken was 65 
minutes. 


QUESTION 3. 12 marks. 


R. COLMAN has created a trust for the 
benefit of his wife and family. The income 
of the irust for a particular year was £2,400. 
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In accordance with the terms of the Trust 
document this income was dealt with as 
follows— 
(i) One-half was paid to Mr. Colman's 
wife; 
(ii) One-quarter accumulated for the benefit 
of his married son, aged 20; 
(iii) One-eighth accumulated for the benefit 
of his daughter aged 11; and 
(iv) One-eighth accumulated for the benefit 
of his infant grandson. 
Indicate, giving reasons, how the income of 
the trust for that year will be assessed. 


The index headings suggested by the 
question are “Beneficiary” and “Trust”. 
Under “Beneficiary” appears “Trustees” 
and under “Trust” reference is made to 
“Trustees” and also Section 26 (b), page 
29. Section 26 (b) includes the beneficial 
interests in income derived under an 


instrument of trust as assessable income, 
but the question already implies that. 


Under “Trustees” appears “beneficiary, 
assessment of, Section 97, page 124; not 
presently entitled, Section 99, page 124; 
under disability, Section 98, page 124.” 
“Trust for benefit. of taxpayer’s child 
under 21 years and unmarried, Section 
102, page 125”. 


Division 6 (see earlier reference to the 
Divisions under Section 5) shows 
“Trustees — Sections 95 to 102.” 


On reference, Section 97 renders the 
wife assessable on £1,200, but only if 
she were presently entitled and under no 
legal disability. Presently entitled and 
legal disability are not defined. 


To successfully answer the remainder 
of the question it would be necessary to 
note that an interest “accumulated” did 
not represent present entitlement; that 
the married son, aged 20, and the infant 
grandson are excluded from Section 102 
(1) (b); that the trustee under Section 99 
could be assessed on the combined in- 
comes to which no one was presently 
entitled; that the Commissioner could 
invoke Section 102 (1) (b) in the case 
of the daughter aged 11; and finally that 
if Section 102 were invoked, there is a 
further complication concerning the tax 
payable. 





The net result was a time absorption 
of 50 minutes for a probable mark 
rating of three from twelve given. 


QUESTION 4. 10 marks. 


An executive of a non-private company is 
due to retire at age 65. The board of directors 
considers the following alternatives:— 

(a) Pay £4,000 to the executive on his 

retirement; 

(b) Pay £4,000 to the wife of the execu- 

tive; 

(c) Pay £4,000 to the executive by four 

annual instalments of £1,000 commenc- 
ing on the date of his retirement; and 


(d) Pay a pension to the executive of 
£500 per annum during his lifetime 
and £250 to his widow during her life- 
time. 


Advise the board as to the income tax 
aspects to be considered in relation to each 
alternative, as they affect both the paying 
company and the recipient. 


The referent index words would be 
“Pension” and “Retiring Allowance” and 
reference is also made under “Assessable 
Income” and “Deductions”. 


Re (a): Under “Retiring Allowance” 
appears “paid .. . . in lump sum, 5% 
of capital amount assessable Section 26 
(d), p. 29”; “to former employees or 
dependants, allowable deductions Section 
78 (1) (c) page 93”. Section 26 (d) 
clearly renders 5% of the £4,000 assess- 
able, and Section 78 (1) (c) allows the 
£4,000 as a deduction. 


Re (b): No specific section exists to 
cover the assessability of the £4,000 
received by the executive’s wife. It is 
exempt in a negative fashion because it 
does not conform with the description of 
income in any section. 


The £4,000 is allowable to the com- 
pany after a careful reading of Section 
78 (1) (©). 


Re (c): The index offers no assist- 
ance in determining the assessability of 
a retiring allowance received in instal- 
ments, and the assessability is determined 
in Section 26 (e) by being a “Benefit” 
“granted” in relation indirectly to employ- 
ment. Section 78 (1) (c) again clearly 
applies for deductibility. 
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Re (dj): Under the indexing of 
“Pensions”, these are regarded as income 
from personal exertion and as salary for 
tax deductions, but no reference is made 
to Section 26AA which determines the 
assessability of annuities. Section 78 (1) 
(c) specifically makes pensions an allow- 
able deduction. 


The mark rating for this question 
could be six out of ten, but only because 
of the rare circumstances of Section 
78 (1) (c) applying. to deductibility in 
each instance. 


Time used was 40 minutes. 


QUESTION 5. 8 marks. 


Westerns Ltd., a resident non-private com- 
pany moved to new premises and made a 
profit on the sale of land and buildings which 
it vacated. The shareholders of the company 
are also residents of Australia. 


(a) Is this profit subject to tax in the 
hands of the company? 


None of the likely index words of 
“Sale”, “Land”, or “Buildings” are pro- 
ductive. Under “Property” an indication 
is given as to the assessability of profit 
if acquired for resale, but no other direct 
reference to profit from the sale of 
assets. 

(b) Would the Company's shareholders be 
assessable on a cash dividend paid out 
of the profits? 

Under “Dividend” in the index appears 
“amounts assessable, residents and non- 
residents, Section 44 (1), page 45”. 
Section 44 (1) (a) provides assessability 
of dividends paid by a company out of 
profits derived from any source. Profits 
would include capital profits, but that is 
not likely to be read into the section 
without prior tuition. 


At this point, the time limit of 210 
minutes expired. Mark rating of work 
on Question 5 would be one out of eight. 


The total estimated mark was 32 out 
of 100 for the paper. 


General 

A number of interesting inferences and 
conclusions can be derived from the 
experiment. 
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The effectiveness of the index was 
manifestly proven. In almost every 
instance the summarised form elaborat- 
ing the main index heading gave a clear 
indication of the relevant subject and the 
sections involved. Note how index head- 
ings consulted comprised natural words 
such as “Donations”, “Rates”, “Dividend” 
and “Pensions”, unusual words (under 
the circumstances) such as “Scholarship”, 
“Losses”, “Visitors to Australia” and 
jargon words such as “Non-Residents”, 
“Retiring Allowance” and “Benefit 
Funds”. This finding emphasises the 
point that the index can only give of its 
greatest value if some knowledge is 
gained of the type of words used as 
indicators. 

As a stimulant to flagging memory, 
a crutch for defective learning or a quick 
check on a well-learnt subject, the index 
could therefore prove invaluable. A 
further fact, however, emerges from a 
study of Question 2. The number, 
diversity and type of the parts to this 
question, together with the manner in 
which the answers were, on the whole, 
almost self-evident from the index, 


suggests a deliberate attempt on the 
part of the examiner to test the candi- 
date’s ability to find his way through the 
Act. The marks for this question were 
one-fifth of the total, and if this is a 


“policy” question, as it undoubtedly 
could be, this fact alone would justify 
a thorough acquaintance with the index. 


It is evident from the marking that 
a pass could not be obtained from the 
Act alone, but that was naturally to be 
expected. The interesting speculation is 
to what extent the Act could be expected 
to assist in passing the examination. If 
Question 2 is eliminated on the basis 
that it deliberately courts the use of the 
Act, and the second part of Question 4 
is given its right perspective, it appears 
that the basic assistance would be 
approximately 15% to 18%, which 
would accord with the position reflected 
in the statistics. 


_ This, however, is only the basic posi- 
tion, and further research may show ways 
in which the Act could be utilised to 
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yield those few extra marks which some- 
times make the difference between failure, 
or on a higher plane, a distinction. 


It will be noted from the questions 
that a redress of the balance between 
intelligence and reference has been 
sought by a tendency towards problems. 
This is particularly true of the three un- 
answered questions, which are not only 
in problem form, but also require con- 
siderable arithmetical computation. 


It is expected that a student, knowing 
a paper to contain problems, would train 
himself in problem answering before the 
examination, but once in the examina- 
tion room the student should read care- 
fully every word of the problem. Any 
unusual or significant word should be 
immediately seized upon as _ probably 
supplying the key to the answer. Notice 
how in Question 3, the word “accumu- 
lated” gives the key to not presently 
entitled. 


Never make the mistake, so easy in 
the circumstances, of trying to fit the 
reading of the Act to the question, rather 
than the question to the Act. Book 
knowledge can be a dangerous thing if 
it deflects attention from the question 
that is being asked. 


Where a problem is set on some parti- 
cular section of the Act, it seems as 
though all that is necessary is to find the 
section, apply it to the problem, and 
push on to the next question. But it 
would be a most unusual problem which 
did not contain a “catch”. Examiners 
spend a good deal of time working out 
“catches” and allot the maximum of 
marks to those students who uncover and 
spring the traps. Notice how in Question 
5 the examiner weaves the web, that 
capital profits are not assessable to the 
company, but are assessable as a dividend 
in the hands of the shareholders. Again, 
in Question 4, see how he digs the pit 
that the £4,000 paid to the wife as a 
lump sum is not assessable, but the 
annual pension of £250 attracts tax. 
(See comment on page 256). 


Do not make the mistake of seeking 
the answer to every question in a specific 
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section of the Act. Many items are 
exempt in a negative way, because no 
section of the Act encompasses them. In 
Question 4 the £4,000 lump sum paid 
to the wife of the retiring executive is 
excluded from assessment because it is 
not specifically covered by Section 26 or 
any other section. 


When the Act is referred to, read very 
carefully giving due weight to every 
word. Notice in Question 3 the import- 
ance of carefully reading Section 102 
(1) (b), which in forty words covers over 
ten contingencies. 


Be careful to differentiate between 
“shall” and “may”. In Question 3, the 
wife shall be assessable, without any 
equivocation, on her share of the income 
of the trust, but the Commissioner may 
at his discretion, assess the trust income 
of the eleven-year-old daughter to the 
trustee. 


One practical advantage of the Act 
in the examination room is in those 
sections dealing with matters of an 
arithmetical nature. Figures are notori- 


ously difficult to remember especially 


where they bear confusing similarity, and 
these can be readily checked in the 
examination room. This would have 
particular bearing on Section 82B which 
sets out concessional deductions for 
dependants, and Section 105B which 
relates to the retention allowance of a 


private company in respect to its distri- 
butable income. Bear in mind, however, 
that the age allowance limitations appear 
in the Rates Act and not the Income Tax 
Act. 


It will be recalled by all who have sat 
for examinations, that the reading of the 
questions evokes ideas and references, 
and complaints are often made sub- 
sequent to the examination, that at one 
stage a detail was remembered, but over- 
looked in answering the questions. To 
obviate this, before starting to write, read 
the whole of the examination paper, and 
jot down in the margin anything relevant, 
augmenting it with quick references to 
the Act, Moreover, if during the examina- 
tion other thoughts occur that are not 
incorporated at once in the script, note 
and enlarge them also. 


Finally a word regarding authorities. 
To the wracked examinee it does not 
appear possible that examiners have their 
difficulties, but they have, not the least 
of which is to decide whether a candidate 
has knowledge or is just guessing. There- 
fore, use the Act to the greatest possible 
extent in quoting Sections and sub 
sections as authorities for what you have 
written. Properly done, the examiner will 
be gradually convinced that you are 
thoroughly conversant with your subject, 
and he will be only too ready to concur 
with your point of view. 





BOOK REVIEW 


Sales Tax Highlights; 2nd Edition, 
H. R. Irving, F.A.S.A 


Mp oo years ago when the first edition 

this booklet was published it im- 
woth won great success as it filled a 
definite need for guidance on sales tax matters 
in the commercial world. A second revised 
and rearranged edition has now been published 
and, as in the earlier one, the many aspects 
of sales tax law and its application to every- 
day business have been completely analysed 
and elucidated in a thorough fashion. 

The author, H. R. Irving, is president of 
the New South Wales Division of the Aus- 
tralian Society of Accountants and he is well- 
known in commercial and professional circles 
as an authority on the complex provisions of 
the Sales Tax Acts. 


1960, by 
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Additional court decisions have been in- 
cluded in this second edition and the section 
on secondhand goods has been greatly ex- 
panded. Readers will find the additions of a 
contents list and index simplify reference, 
particularly in the case of the index, which 
contains an alphabetical list of cases quoted 
throughout, complete with cross _ references. 

Among the principal points discussed ia 
the booklet are manufacture, manufacturers, 
wholesale merchants, secondhand goods, leas- 
ing of goods, accommodation sales, sales and 
“deemed” sales, goods imported into Aus 
tralia, the distinction between repair and 
manufacture, remaking and remodelling, it- 
stallation, assembly and erection, quotation 
of certificate and freight and insurance. The 
new edition of this useful work contains 2 
remarkable amount of information and 
be invaluable to members of the profession 
and business men. 
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ANNOUNCING... 


NEW TERM CLASSES 





Accountancy classes: Day classes for those who are fortunate enough to be 
able to devote full time to study whilst preparing for the accountancy examin- 
ations to be held in October, 1961, begin on 5th. June, 1961. 


Evening classes for accountancy students begin on 5th June, 1961 also. 


Secretarial classes: Evening classes preparing students for the November/ 
December 1961 examinations conducted by the Institutes of Secretaries begin on 
4th July, 1961. 


Cost Accountancy classes: Evening classes for the October, 1961 examinations 
conducted by the Australasian Institute of Cost Accountants begin as follows:- 


On 7th June, for Papers Nos. 3, 4 and 5. 
On 5th July, for Papers Nos. 1 and 2. 


Sales Management: Evening classes for the examinations conducted by the 
Institute of Sales Management in November, 1961, begin as follows:- 


For Intermediate Commercial Law on 7th June, 1961. 


For other Intermediate subjects on 23rd June, 1961. 


For Final subjects on 16th June, 1961. 


CORRESPONDENCE INSTRUCTION 


Those who desire to prepare for their accountancy examinations studying by 
correspondence in the quiet comfort and convenience of their own homes may 
enrol with the College at any time. 


Full details of time tables, fees, and enrolment procedure gladly given upon 
request. 


A. E. SPECK COMMERCIAL COLLEGE 


138 Flinders Street, Melbourne, Victoria. 
MF 4648. 








te 





The Australian Accountant, May, 1961. 





A NETWORK OF SERVICE 


in Australia, New Zealand, Fiji, Papua and New Guinea 


INVESTMENT IN AUSTRALIAN SECURITIES 

A.N.Z. Nominees Limited, a wholly owned subsidiary of A.N.Z. Bank, provides a 
complete service for investors in Australian securities. The securities are registered in the 
name of the Nominee Company, which attends to all administrative requirements, providing 
continuous protection for dividends and rights to new issues. Full details of this service are 
set out in the comprehensive booklet, “Investment Services by A.N.Z. Nominees Limited”. 
SETTING UP BUSINESS IN AUSTRALIA 

A.N.Z. Bank can help you with accurate economic survey material, statistics and other 
vital information. Three books provide a complete guide: “Australia’s Continuing Development”, 
“Establishment of Industry in Australia” and “Investment in Australia”. 
TRADE INTRODUCTIONS 

A.N.Z. Bank’s International Banking and Business Development Departments are specially 
equipped with knowledge and valuable connections developed from over 100 years’ association with 
Australia’s import and export organisations. Let this experience help you meet the right people for 
fi. ‘itable trading 





Write for booklets to 
General Manager's Office, Australia and New Zealand Bank Limited, 394 Collins Street, Melbourne, Vic 


ANZ BANK 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 
AUSTRALIA AND NEW ZEALAND SAVINGS BANK LIMITED 
HUGH D. T. WILLIAMSON R. A. ELLERY, Manager 


General Manager {GENTS THROUGHOUT THE WORLD International Banking Department 
ANI.201 9919 
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Ce an ee a a ee 


The Cost of a 
Travelling 
Salesmen 


By A. H. BLAMEY, A.A.S.A., A.C.A.A 


} ip cost of a salesman who calls on 
customers to solicit business and the 
volume of products he must sell to justify 
this cost are not widely appreciated. The 
volume of business required will vary 
with different industries according to the 
gross margin on the goods involved, the 
salary paid, other expenses involved, 
capital investment, etc. 


The cost of a country traveller has 
been calculated at between £2,000 and 
£3,000 a year. The actual cash expendi- 
ture to equip and set up a traveller and 
support him for the first year can be 
more than £4,000 where a new car is 
supplied and selling aids are involved. 


The direct selling time of a salesman 
—the time he is in the presence of the 
customer or client (excluding travelling 
and waiting time) is estimated to be no 
og than four hours a day, often much 
ess. 


The working week of a traveller in 
the country is virtually a four-day week 
as often he reaches home late Thursday 
night or he travels home on the Friday 
morning. In the city it is a working 
week of four and a half days as little 
business can be done on Friday after- 
noon especially when selling to retailers. 
Usually the Friday afternoon is occupied 
by sales conferences. 


If we accept four hours a day per 
week as a reasonable estimate of direct 
seliing time —a year of 48-49 working 
weeks gives a maximum of 800 hours 
a year direct selling time for a country 
traveller. 
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The direct cost of a salesman selling 
to country retailers has been calculated 
for one company as follows:— 


£1300 
220 


340 

40 
400 
100 


Salary and commission a 

Motor vehicle depreciation 

Registration and insurance, petrol, 
oil, tyres and repairs ; 

Payroll and workers’ compensation 

Accommodation and meals 

Samples, literature, etc. 


£2400 


Taking the direct selling time for a 
year as 770 hours the hourly cost will 
be approximately £3 an hour. For a 
hundred calls per week the cost per call 
will be 9/- but the number of calls will 
vary with the district. There will, of 
course, be other overhead expenses — 
cost of supervising and servicing the 
salesmen in the field and headquarters’ 
costs. 


The cost of a city traveller may 
approximate £1,900— and the selling 
time would be a little greater as there 
is less travelling between prospects. 
However, the week is generally of 4% 
days as there is little selling done on 
Friday afternoon so that the total time 
for the year would be about 900 hours, 
with the cost being about £2-2-0 per 
hour. If the number of calls reaches 25 
to 30 per day, say 120 a week, the 
cost would then be about 6/4 per 
call. The business obtained and the 
profit resulting must be sufficient to 
warrant this expense. 


In the cosmetic field a country sales- 
man may need to sell around £30,000 
worth of goods to earn his keep. In 
other industries where goods may carry 
a smaller profit margin he may need to 
sell nearer to £50,000 to justify his 
employment. 


With information of the foregoing 
nature available the sales manager will 
better appreciate the need to strive very 
hard to increase the selling time and 
direct the salesmen’s efforts into worth- 
while channels. 


Often it has been found that employing 
a salesman is too costly in certain areas 
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or for certain types of goods and other 
methods of selling must be adopted. 


Some Comments 


This is in line with overseas experi- 
ence as evidenced by the comments of 
the U.K. sales manager of the Gillette 
Razor and Blade Co. on “Training a 
Salesman” published in the June issue of 
the Confectionery Manufacture. He 
stated that a cost per call of 12/6 (Stg.), 
in most cases made direct distribution 
by salesmen to 300,000 retailers im- 
practicable and, as a consequence, the 
wholesaler was responsible for 97% of 
his company’s distribution. 


A director of an Australian food com- 
pany who was requested to comment on 
the statement of costs said — 


“Two of our people carefully reviewed 
your statement on the high cost of a 
salesman and we are in_ substantial 
agreement, not only with the figures you 
quote, but with your comments. They 


certainly are surprising but our Victorian 


sales manager is very much in agreement 
with you. 


“Our costs for salary and commission 
would be about £200 higher than those 
stated, while our car operating costs in 
the metropolitan area would be about 
£100 higher, as we do not use company 
owned cars. The total cost of car 
allowances and accommodation for 
country travellers would tend to be higher 
than stated — possibly about £200 more. 


“The whole field of distribution 
expense and selling expense in these days 
is wide open for study by manufacturers 
and we have been doing a lot of work 
in this area in recent years.” 


A sales manager of a company 
handling oil products adds his comments 
as follows:— 


“T have found it extremely difficult to 
secure agreement on the cost of a sales- 
man. From a number of industries 
where I have attempted to examine this, 
I have been able to set down simple 
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basic costs such as salary, cost of trans- 
port, accommodation, specific sales aids 
and expense allowance, but the real cost 
is elusive. For a country salesman, say 
one selling to retailers and to industrial 
consumers, such costs mentioned could 
seldom be less than £3,000 per annum, 
but this is only part of the real cost. 


“The salesman has to be trained, re- 
trained and supervised. He has to be 
supported by office, personnel and other 
services. It should be recognised that 
the calculated cost of a salesman should 
include a proportion of the cost of 
administration. 


“Even assuming an assessment is made 
of all such costs, the question of efficiency 
seems vital. The real cost of a salesman 
might be assessed by analysis of the 
functions to be performed and the estab- 
lishment of a standard cost per call. 
With a planned number of calls and a 
budgeted cost per territory, the results 
could be assessed in actual cost per call. 
By this approach it would soon be found 
that the cost of one salesman of poor 
efficiency might be double that of an 
efficient man. Training in work organisa- 
tion or the weeding out the inefficient 
will go a long way towards lowering the 
overall cost of a salesman. Analyses 
should go beyond merely the number 
of calls, of course, and include such 
factors as effective calls and size of 
orders. 


“It is my belief that the problem of 
the cost of salesmen lies not only in the 
obvious base costs but also in the control 
of their efficiency.” 


NOTE—While the cost of the travelling 
salesman must vary according to the type of 
organisation he represents and the particular 
line of merchandise he sells, it is probable 
that some of our readers have successfully 
evolved a formula for the establishment of 
such costs. Comment is invited on this point 
and on the methods employed for controlling 
salesmen’s costs and evaluating their efficiency. 
—Ed. 
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NEWS AND NOTES 





AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


NEW SOUTH WALES 


Annual Meeting 

The annual meeting of the Division was 
held at the Trocadero on 23 March, 330 
members being present. The retiring Coun- 
cillors, Messrs. G. M. Andrews, E. B. Cheet- 
ham, O. H. Paton, and R. Keith Yorston were 
re-elected. Mr. F. C. E. Wilton was re- 
elected auditor. 

The meeting was followed by a presenta- 
tion of certificates to new members by Mr. 
C. R. Hicking, Divisional Councillor and 
foundation president. 

Members and the guests of new members 
were entertained in a social atmosphere by 
the Trocadero Orchestra. The following 
artists also contributed to the programme: 
Yvonne Minton (soprano), Alan Ferris (tenor), 
Megan Evans (accompanist) and Douglas 
Bailey (entertainer). Light refreshments were 
served during the course of a most enjoyable 
evening. 


Lecture Series 


The credit restrictions and limitations placed 
upon interest deductions in certain cases are 
proving to be the most potent of all financial 
policy adjustments made recently by the 
Commonwealth Government. With the main- 
tenance of a high level of imports and a 
decline of foreign exchange reserves powerful 
forces are operating to keep the liquidity of 
the community extremely tight. 

In the course of a topical lecture series en- 
titled “The Australian Financial Situation” 
members were informed about the current 
situation by three addresses recently delivered 
at the Stawell Hall, Sydney. The subjects 
and lecturers were as follows: “Problems of 
Stability in the Australian Economy” by P. S. 
Shrapnel, B.Com., A.B.I.A., economist, W. D. 
Scott & Co. Pty. Ltd; “The Short Term 
Money Market” by F. C. Pike, A.AS.A., 
F.B.I.A., chief accountant, Commercial Bank- 
ing Co. of Sydney Limited; and “The Balance 
of Payments and the Export Trade” by R. N. 
Harrison, A.A.S.A.,  A.C.A.A., assistant 
manager, Foreign Division, Commonwealth 
Trading Bank of Australia. 

Members derived much benefit from this 
series of which appreciation has been ex- 
pressed to the lecturers. 
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Annual Divine Services 


The eighth annual Divine Services of the 
accountancy and secretarial professions ip 
New South Wales were held in St. Andrew's 
Cathedral and St. Mary’s Cathedral respec. 
tively on 14 March. 

The service at St. Mary’s Cathedral com- 
menced at 5.40 p.m. and was arranged by the 
Accountants & Secretaries Guild of St. 
Vincent de Paul. Monsignor J. Meaney, Ad- 
ministrator of the Cathedral, welcomed mem- 
bers of the accountancy and secretarial pro- 
fessions and their friends on behalf of the 
Cardinal. 

The service at St. Andrew’s Cathedral, 
which commenced at 5.30 p.m., was conducted 
by a. Acting Dean, the Right Reverend 

Goodwin Hudson and the Lessons were 
os by Mr. H. R. Irving, F.A.S.A., president 
of the New South Wales Division of the 
Australian Society of Accountants and Mr. 
A. Z. Cleland, F.C.A., chairman of the New 
South Wales State Council of the Institute of 
Chartered Accountants in Australia. The 
Reverend R. M. E. Glover, A.A.S.A., Minister 
of Botany Circuit, Methodist Church, con- 
ducted prayers and the address was given by 
His Grace the Archbishop, Dr. H. R. Gough. 

At the conclusion of the service, presidents 
and secretaries of the Institutes and their wives 
were presented to His Grace. 


Business Management Lectures 


The University of Sydney has arranged the 
following four courses of business manage- 
ment lectures to be held during this year: 
“The Australian Economy 1961/62”; “Top 
Management and the Board of Directors’; 
“Marketing Facilities and the Organisation”; 
and “The Career of the Executive”. Bro- 
chures and application forms are obtainable 
from the University. Telephones MW 5106 or 
MW 0522, extension 567. 


Personal 


Messrs. Price Waterhouse & Company have 
pleasure in announcing that Mr. J. W. M. 
Tidex, D.F.C., has been admitted to partner- 
ship and will be resident in Suva, Fiji. Mr. 
Tidex has been a senior member of the firm's 
Sydney staff for a number of years. The 
practice will be continued under the present 
firm name and at the present addresses in all 
States of Australia and Fiji. 


Qualified Accountants and Secretaries’ Guild 
of St. Vincent de Paul 
The Qualified Accountants and Secretaries 
Catholic Guild of St. Vincent de Paul will 
hold its eighth Mass and Communion of 
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Sunday, June 25, at 8 a.m. at St. Mary’s 
Cathedral, Sydney. His Eminence Cardinal 
Gilroy will preside. This will be followed by 
a Communion Breakfast at the Hotel Aus- 
tralia at 9.30 a.m. at which His Eminence will 
be present or duly represented. 


Members’ Luncheon 


At the luncheon held at the Trocadero on 
5 April, 173 members and guests were present 
to hear an address by Mr. Laurence C. Vass, 
Consul General for the United States of 
America on “Australian Overseas Trade and 
the United States of America”. 


Mr. Vass outlined the general position of 
both countries with relation to the imbalance 
of overseas payments and the causes leading 
up to the serious and continuing decline in 
overseas reserves. He intimated that the im- 
position of severe import restrictions did not 
present a solution to the problem in either 
case, but he felt that the answer lay rather 
in the creation of mew export markets. 
America intended to pursue such a course to 





N.S.W. LAND TAX 


MUNICIPALITIES AND SHTRES IN WHICH 

VALUES HAVE BEEN ALTERED AND ARE 

APPLICABLE FOR THE LAND TAX YEAR 
1961/62. 


The following lists comprise the names of 
the district councils and their particular 
riding(s) or ward(s) concerned in parentheses 
and the respective effective dates of valuation 
for Land Tax purposes. 


Albury 21/11/60. 

Bankstown ane B 13/12/60; Bathurst 
13/12/60; Seingen ‘A’’) 7/12/60; “a 2 
7/12/60; 8/1 2/60: Boorowa “_ 2 
17/11/60; (oT) 2/12/60; (‘C’’) 2/11/60; Bre- 
warrina 1/1/61; Broken Hill (Wills West) 
1/1/61. 

Canobolas iy ae /12/60; (“B'’) 4/11/60; 
(“C"’) 7/12/60; Condobolin 23/11/60; Crookwell 
(“A’’) 28/11/60. 

Deniliquin 20/12/60. 

Fairfield (Yennora) 5/12/60. 

Gundagai 1/1/61. 

Hastings 1/1/61; Hume _ (‘‘A’’) 16/12/60; 
“B’) 21/12/60; (‘C’’) 21/12/60. 

Leichhardt (Balmain) 9 11/60. 

Macintyre 1/1/61: Manilla (‘‘A’’) 29/11/60; 
(“B"’) 2/11/60; a 2 29/11/60; Merriwa 
1/1/61; Monaro 1/1/61. 
one 1/1/61; Nundle (‘‘B’’) 1/11/60; (“C’’) 
/11/60. 

Port Macquarie 20/10/60; Port Stephens 
(“A’’) 20/12/60; (‘‘B’’) 13/12/60; (‘‘C’’) 8/11/60. 

Shellharbour (North) 15/3/61; Sydney 
(Phillip) 5/12/60. 

Tamarang (‘‘A’’) 17/10/60; (‘‘B’’) wy bts 
(“C’’) 27/9/60; Tumut 1/1/61; Tweed (‘‘A’”’ 
syd (“B") 5/12/60; C’’) 21/12/60; Dp") 
5/12/60. 

Uraila 1/1/61; Urana (‘‘A’’) 5/12/60; (“‘B” 
9/12/60; (‘‘C’*) 16/12/60. 

Warren 1/1/61; Weddin 1/1/61; ieeenaten 
(“D") 9/12/60; (‘‘E’’) 9/12/60; Willoug 
(Naremburn) 14/11/60; Wyong (‘‘A’’) 18 166. 
(“B”’) 22/12/60. 
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stabilize the position and it seemed likely that 
Australia could benefit by the adoption of a 
similar policy. 

The State president, Mr. H. R. Irving, pre- 
sided at the luncheon and the vote of thanks 
to the — was moved by the vice- 
president, Mr. G. H. Peterson. 


Accountants and _ Secretaries Professional 
Officers’ Association of N.S.W. 


The seventh annual general meeting of the 
Accountants and Secretaries Professional 
Officers’ Association of New South Wales was 
held in the library of the Australian Society of 
Accountants, 5 Bligh Street, Sydney, on 14 
March. 


In proposing the motion for the adoption 
of the annual report, the president, Mr. C. P. 
Rowe, stated that the finances of the Associa- 
tion were buoyant and that pleasing results 
in the industrial field had been achieved. Due 
largely to the endeavours of this and kindred 
bodies, the draft Uniform Companies Bill 
now before Parliament increased employees’ 
wage and salaries preference on the liquida- 
tion of a company from £50 to £300 and 
payment due for long service leave and 
holidays would enjoy a separate preference 
to an unlimited extent. 


Should any qualified person find that his 
or her employment be prejudiced by reason 
of recent legislation giving “preference to 
unionists”, they should join the Association 
without delay. The aim of the Association 
is to protect the interests of N.S.W. members 
in employment who are not covered by any 
other award or industrial agreement. 

The following officers were elected for the 
ensuing twelve months:— president: Mr. C. P. 
Rowe, F.A.S.A.; vice-president: Mr. A. H. 
Brownrigg, A.A.S.A.;_ central committee: 
Messrs. G. McL. Andrews, M.B.E., F.A.S.A.., 
C. J. Breydon, A.A.S.A., H. Levy, B.Ec., 
A.A.S.A., A.C.A.A., and R. H. Wright, 
A.A.S.A.; auditor: Mr. R. H. Hughes, 
F.A.S.A. 


Personal 

Mr. J. A. C. Hicks, A.A.S.A., formerly 
practising as Messrs. Robert G. Kirby & Co., 
is now practising under the firm name of 
John A. C. Hicks & Co., Hunt Bros. Building, 
Croft’s Avenue, Hurstville. 

Mr. J. T. Fitz, A.A.S.A., is now conducting 
his practice at “The Quarterdeck”, Unit 94, 
Carabella Street, Kirribilli. 


ALBURY DISTRICT GROUP 


Annual Meeting 


The annual meeting of the Albury District 
Group was held in the C.W.A. Hall on 8 
March. The chairman, Mr. F. W. Johnson, 
F.A.S.A., presented the annual report, and 
the statement of receipts and payments for the 
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year ended 31 December, 1960, was presented 
by the secretary. 

The following members were elected to the 
Committee for the year:— chairman: Mr. 
W. S. Mackay, F.A.S.A.; secretary: Mr. I. C. 
Davis, A.A.S.A.; committee: Messrs. F. W. 
Johnson, F.A.S.A., D. J. Russell, A.A.S.A., 
F. T. Munro, A.A.S.A., and M. Scott, A.A.S.A. 


The former secretary, Miss M. E. Spence, 
who had held the position since the formation 
of the Group in 1956 did not seek re-election 
owing to ill-health. Following the conclusion 
of the meeting a programme of films was 
screened by a representative of Ampol Pet- 
roleum Ltd. The films included the Ampol 
Company’s 1960 annual report and another 
dealing with the establishment of the Good- 
rich Tyre Co. 


VICTORIA 


Graduation Function 

On 21 March, the State president, Mr. 
C. K. Davies presented 77 members with 
certificates of membership at a late afternoon 
function in the Banquet Hall, The Victoria 
Ltd. Many of the members were accompanied 
by their wives and friends and light refresh- 
ments were served. An innovation was that 
on this occasion, certificates were presented to 
those advanced to Fellow and one of them, 
Mr. K. F. Wraith, after receiving his certifi- 


cate, spoke on the profession of accounting 
and his experiences in business. 


Ordinary General Meeting 

The eighth ordinary general meeting of 
members of the Victorian Division was held 
at the Assembly Hall on 28 March. The 
retiring Councillors, Messrs. H. P. Bowyer, 
G. E. Fitzgerald, R. S. Sharp, V. L. Solomon 
and F. T. Whiteway were re-elected un- 
opposed as was the retiring auditor, Mr. T. L. 
Coleman. 


Arthur Capper Moore Memorial Lecture 


On 28 March, this lecture was delivered in 
the Assembly Hall by Mr. Walter Scott, 
C.M.G., F.A.S.A., F.C.A.A., governing direc- 
tor, W. D. Scott & Co. Pty. Ltd., management 
consultants. Mr. Scott is a past-president of 
the Australian Institute of Management and 
was president of the 1960 International Com- 
mittee of Scientific Management (C.I.0.S.) 
and a member of the Academy of Manage- 
ment. He is also a former president of The 
Australasian Institute of Cost Accountants 
and a former general councillor of the 
Society. 

Taking as his subject “Accounting and 
Other Management Techniques” he dealt in 
particular with accountancy as one of the 
techniques used by management in solving the 
complex problems of modern business. 
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Public Accountants’ Convention 


The convention held at the Victoria Hotel, 
Shepparton, during the week-end 7-9 April was 
attended by fifty-seven members all but five 
of whom are in public practice; 41 were from 
Victoria and New South Wales, and four 
came from other States. 


At dinner on Friday evening, Cr. W. Vibert, 
representing the Mayor of Shepparton, de- 
clared the convention open. The first paper, 
“The Profession of Public Accounting”, was 
given by the president of the Society, Mr. 
W. P. Henson, Mr. G. E. Fitzgerald being 
chairman of the session. The second paper, 
“Tax and Estate Planning”, was given on 
Saturday morning by Mr. J. M. Groom, of 
Messrs. Rankin Morrison & Co., Perth, a 
vice-president of the Society, the chairman 
being Mr. V. L. Gole. The paper was dis- 
cussed in syndicates under the leadership of 
Messrs. H. W. Harris, J. Rezak, F. W. John- 
son and P. Brier. The rest of the morning 
was devoted to a domestic session chaired 
by the president, Mr. W. P. Henson, and led 
by the General Registrar of the Society, Mr. 
C. W. Andersen, who delivered a paper on 
“Public Accounting and Other Sections of the 
Profession”. The discussion was lively and 
members heard and expressed many views on 
the affairs of the Society. 


On Saturday afternoon, members not play- 
ing tennis, golf or bowls, took part in a bus 
tour of the district with Mr. P. Mountjoy, 
of Shepparton, as their guide and commen- 
tator. 

The fourth paper, “The Secretarial Function 
in a Public Accountant’s Office” was delivered 
by Mr. V. L. Gole, company secretary and a 





ANNUAL 
DIVINE SERVICES 
OF THE 
ACCOUNTANCY AND SECRETARIAL 
PROFESSIONS IN VICTORIA 


With the approval of the Councils of the 
Societies and Institutes concerned, Divine Ser- 
vices for members of the accountancy and 
secretarial professions, their relatives and 
friends, have been arranged for Monday, July 
3, 1961. 

5 p.m. Evensong at St. Paul’s Cathedral, 

Melbourne. 
8.30 a.m. Mass at St. Patrick’s Cathedral, 
Melbourne. 

No tickets or other mode of admission will 
be necessary, but sections of both Cathedrals 
will be reserved for those attending. Ushers 
will be on duty. 


ee 
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your 


retireMent _ ... . teatime of relaxed 


pleasure? Or will it involve the unhappiness of 
financial discomfort? Why not see the M.L.C. 
about making certain of your future. 


The M.L.C. offers a Personal Superannuation guarantee which, with generous 
bonuses and low premium instalments, takes absolutely the best care of your 
retirement. You can also ask about adding Accident and Sickness benefits to 
your basic policy too. These benefits can protect your income from loss caused 
by accidents and sickness. 

Think about it. Act on it now. Call or write to your nearest M.L.C. office for more 
information on the Personal Superannuation Policy. 


THE M.L.C. 


THE MUTUAL LIFE AND CITIZENS’ ASSURANCE COMPANY LIMITED 


And for Fire and General Insurance tien ehedermipnesciccnees 
THE M.L.C. FIRE AND GENERAL INSURANCE COMPANY PTY. LIMITED 
MLC91.FF 
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OCC OFFICE SYSTEMS 


CUT DOWN TYPING AND COPYING COSTS 


SAVE THE ENERGY OF YOUR STAFF FOR MORE IMPORTANT WORK 


The two models illustrated, oce’ 105-Combine and oce’ 125-Combine 
are only part of the wide range of oce’ models. They will deliver in quantity, 
cheap, (from less than 2d. per copy), clear, sharp copies of translucent letters 
statements, documents, Directors’ Reports, circulars, invoices, etc., in a matter 
of seconds. Reproduction is swift, clean and economical. 

Let us demonstrate to you how 0ce’ office equipment will make your 


present office systems more flexible and save you time and money. 


oce’ 105-COMBINE 


Will cut your typing costs to zero with fault- 
less copies faster than your best typist. Save lots 
of time, make present office systems more flexible. 


oce’ 125-COMBINE 


Has all the features of the 105...and more! 
Re-writing and re-typing of orders is completely 


eliminated with oce’ office systems. 


— HARSTON SENSITIZING Co. PTY. LTD. 


Distributors 
140 BARKLY STREET. NORTH FITZROY,. VIC. — JW 2127-8, JW 4113 


TL 


Harston Sensitizing (Q‘Id.) Pty. Ltd., 446 Upper Edward St., Brisbane. 27-969. 
Plan Printing and Supplies Pty. Ltd., 49 Clarence Street, Sydney. 8X1238. 
Wm. Crosby and Co,. Pty. Ltd., Worando Blidgs., Chesser St., Adelaide. W 2479. 
Wm. Crosby and Co., Pty. Ltd., 618 Murray St., Perth. 21-2481. 
Wm. Crosby and Co. Pty. Ltd., 119 Collins St., Hobart. 2-7761. 


Interstate 
Distributors 
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Victorian Divisional Councillor. The chair- 
man was Mr. W. A. Luke of Cobram. 


On Sunday morning, a paper was delivered 
by. Mr. J. G. Orr, of Messrs. Kennedy, 
Bowley & Manson (Brisbane). Mr. Orr, who 
is a General Councillor, took as his subject, 
“Timekeeping and Costing in a Public Ac- 
countant’s Office’. Mr. J. Carrick (Mel- 
bourne) was the chairman of the session and 
Messrs. R. R. Crozier, A. G. Holden, C. L. 
Carr and G. D. Black were the syndicate 
leaders. 

The final paper, on “Use of Machines for 
Private Ledger Work in a Public Accountant’s 
Office”, was delivered by Mr. A. D. Blain, 
zone sales manager, Burroughs Ltd., The con- 
vention closed with lunch on Sunday. 


Printed copies of the papers were given to 
each member at the conclusion of the lec- 
tures. A few copies are available from the 
Victorian Division at five shillings per copy. 


Electronic Data Processing Convention 


A one-day convention was held at the 
Royale Ballroom, Melbourne, on 11 April 
and 165 members attended. Mr. C. K. Davies, 
State president, opened the convention and in- 
troduced the chairman for the morning ses- 
sion, Mr. P. Henson, President of the 
Society. The morning’s speakers were: Mr. 
W. A. Dick, B.Com., A.A.S.A., partner in 
charge, administrative services division, 
Messrs. Fuller King & Co., whose subject 
was “Management Requirements”; Mr. J. B. 
Thacker, B.Com., of Messrs. Wilson, Bishop 
and Henderson, “Computer Characteristics”; 
Mr. C. K. Dickens, A.A.S.A., procedures and 
systems manager, Massey-Ferguson (Aus- 
tralia) Ltd., “Input Problems and Develop- 
ment” and Dr. F. Hirst, M.Sc., Ph.D., F.Inst.P,,. 
officer in charge, C.S.I.R.A.C. Computation 
Laboratory, University of Melbourne, “Scien- 
tific and Operations Research Applications”. 


Members had morning tea and lunch at 
the Royale Ballroom and there were two dis- 
cussion periods when written questions collec- 
ted during the lectures were answered. 


In the afternoon, particular applications of 
computers were dealt with by Mr. T. W. 
Hartrick, A.A.S.A., of International Compu- 
ters and Tabulators Australia Pty. Ltd., “Pro- 
duction Recording and Control”; Mr. J. J. 
Braithwaite, of The Survey Research Centre 
Pty. Ltd., “Marketing and Sales Research” 
and Mr. A. L. Wheaton, B.Com., of I.B.M. 
Australia Pty. Ltd., “Inventory Control for 
Wholesale and Retail Bulk Stores”. Discussion 
followed each paper: Mr. J. M. Groom, a 
vice-president of the Society, was chairman of 
the session. 


Refreshments were served at the conclusion 
of the technical papers. Copies of the papers 
delivered at the Convention are available for 
purchase from the Victorian Division at five 
shillings each. 
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Library Bulletins 

Two new bulletins are now available from 
the Society's library, one on “Electronic Data 
Processing” and the other on “Internal Audit- 
ing”. Other bulletins available are on “Prac- 
tice of Public Accounting”, “Direct Costing”, 
“Taxation” and “Government Accounting”. 
The bulletins are designed to assist members 
and students who are interested in these par- 
ticular topics by giving them a reading guide 
of material available in the Society’s library. 


BALLARAT BRANCH 
Election of Officers 


At a meeting of the Branch Council held 
on 29 March, Mr. John H. Heinz, A.A.S.A., 
was elected chairman and Mr. T. E. Barnes, 
A.A.S.A., deputy chairman. 


QUEENSLAND 


Annual Meeting 


The State president, Mr. A. S. Donnelly 
presided at the eighth annual meeting of 
members in the Jacaranda Room, Canberra 
Hotel, Brisbane, on 16 March, 100 members 
being present. 

In moving that the report be received and 
adopted, the State president remarked on the 
expansion of activities during the year, par- 
ticularly in country centres. He said that the 
formation of the Mackay and Maryborough 
Groups in 1960 and the anticipated establish- 
ment of a group at Mount Isa in the near 
future were largely the result of the gratifying 
enthusiasm of local members. The size of the 
State of Queensland made this form of de- 
centralisation necessary. Mr. Donnelly said 
that, although the calibre and the variety of 
activities in 1960 had been satisfactory, further 
development in this sphere was planned for 
the current year. He thanked councillors, 
committee men and members for their support 
during 1960. 

Mr. J. G. Orr in seconding the motion paid 
tribute to Mr. Donnelly for his energetic 
leadership as State president. He said that the 
results achieved by the Queensland Division 
in the period under report compared favour- 
ably with those of other Divisions. The in- 
troduction of certain innovations, such as the 
attendance of members’ wives at the Too- 
woomba Convention, had met with notable 
success. In discussing the motion, Mr. J. H. 
Devitt said that the report indicated clearly an 
improvement in public relations thereby help- 
ing to make management more aware of the 
accountant’s worth. Mr. Devitt suggested that 
consideration should be given by Society mem- 
bers to the establishment of an accountants’ 
club in Brisbane. 

Mr. C. A. Poole, chairman of the Mackay 
Group of the Society congratulated Council 
on its policy of developing local groups for 
country members. 
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In the unavoidable absence of the honorary 
treasurer of the Division (Mr. S. G. Stor- 
month) Mr. G. F. Robbins moved that the 
financial statements for 1960 be received. Mr. 
Robbins presented a report prepared by the 
treasurer in which it was stated that the 
financial position of the Division for the year 
was satisfactory and further that the ex- 
pected increases in costs in 1961 would be 
partly offset by activities being made more 
self-supporting. On the Council’s behalf. Mr. 
Robbins commended Mr. Stormonth on his 
close attention to the finance of the Division 
during the period. 

The following members were re-elected to 
the Divisional Council following their retire- 
ment by rotation in accordance with the Ar- 
ticles of Association:— Messrs. R. F. Butt, 
A. S. Donnelly, J. N. Macdonald, W. T. Reid, 
and S. G. Stormonth. Mr. L. T. N. Crawford 
was re-elected auditor. 

Mr. J. N. Macdonald, chairman of the 
Education Committee, reviewed the year’s ac- 
tivities and gave particulars of the 1961 pro- 
gramme which would include evening lectures, 
a convention, a refresher course, specialist 
groups, a practising accountants’ conference 
as well as the lecture series by visiting 
Americans. 

Following the official business, Mr. R. F. 
Butt, immediate past-president of the Society, 
presented certificates to newly admitted mem- 
bers. This was followed by a colour film 
on mining operations at Mount Isa and the 
evening concluded with supper. 


Election of Office Bearers 


At the meeting of the Divisional Council 
held on 20 March, the following office bearers 
were elected: president: Mr. A. S. Donnelly, 
F.A.S.A.;_ vice-president: Mr. J. G. Orr, 
F.A.S.A.; hon. treasurer: Mr. S. G. Stor- 
month, B.Com., F.A.S.A. 


Members’ Lecture. 

An activity arranged jointly by the Society 
and The Australasian Institute of Cost Ac- 
countants (with the latter providing the 
speakers) was held in Brisbane on 13 March. 
The subject of “Management” was allotted to 
the Queensland Division of the Institute for 
research and the paper presented at the meet- 
ing by Miss J. F. Mills, A.A.S.A., A.C.A.A., 
was the result of this research project in 
which Miss Mills, as a Councillor of the In- 
stitute made a major contribution. Mr. R. S. 
Gynther, F.A.S.A., F.C.A.A., senior lecturer 
in accountancy at the University of Queens- 
land, was chairman of the discussion panel 
which comprised Messrs. G. F. Robbins, 
B.Com., F.A.S.A., F.C.A.A., financial admini- 
strator of Queensland United Foods Ltd., and 
Mr. J. Woodhead, A.A.S.A., A.C.A.A., super- 
vising commercial consultant with W. D. 
Scott and Co. Pty. Ltd. The lecture aroused 
wide interest as indicated by requests for 
printed copies. 
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MACKAY GROUP 

Annual Meeting 

The first annual meeting of the Mackay 
Discussion Group was held at the R.S.L. Halj 
on 1 March. Following the chairman’s report 
and the formal business of the evening, Mr. 
Floyd McGrath, M.A., gave an address on 
“Industrial Psychology”. 


LOWER BURDEKIN GROUP 
February Meeting 


Mr. A. W. Jacob, A.A.S.A., spoke on 
“Bank Clearing Systems” at the February 
meeting of the Lower Burdekin Study Group 
held in Ayr. 


Officers’ Election 


At a recent meeting of the Lower Burdekin 
Study Group, held in Ayr, Mr. B. E., J. 
Adams, A.A.S.A., of Inkerman Mill, Home 
Hill, was elected group chairman for the 
ensuing year and Mr. R. E. Lewis was re- 
appointed hon. secretary. 


Personal 

Mr. P. S. Evans, A.A.S.A., has been elected 
chairman of the Queensland Division of the 
Australian Hire Purchase Conference. He is 
State manager of the Finance Corporation of 
Australia Ltd., and a past-president of the 
Brisbane Junior Chamber of Commerce. 


Mr. H. R. Marshall, A.A.S.A., F.C.A.A., 
recently retired as a director and secretary of 
the Players group of companies in Brisbane 
in order to enter practice as a public account- 
ant and chartered secretary. His new business 
address is Whytecliffe, Albion. 


SOUTH AUSTRALIA 


Ordinary General Meeting 


The eighth ordinary general meeting of the 
South Australian Division of the Society, at- 
tended by 375 members, was held at the 
Myer Apollo Dining Hall on 17 March, the 
State President, Mr. L. H. Duncan, being in 
the chair. 

In presenting the report of the Division for 
the year ending 31 December, 1960, the pre- 
sident informed the meeting that his two-year 
term of office terminated on 27 March. He 
expressed his appreciation of the co-operation 
and advice of his fellow Councillors during 
his period in office. At the meeting, Messrs. 
R. S. Howland, J. A. Keenan, Professor R. L. 
Mathews, and Mr. D. P. Williams were fe 
elected members of the Divisional Council, 
and Mr. E. H. Burgess was appointed auditor 
for the ensuing year. 

The guest speaker at the smoke social which 
followed the meeting was Mr. Mervyn Browne, 
United Kingdom Trade Commissioner 1 
South Australia. Mr. Browne gave a most 
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entertaining address on his experience and 
he also spoke on the duties of a_ resident 
Trade Commissioner. 


Election of Office Bearers 

At the first meeting of the Divisional Coun- 
cil following the ordinary general meeting, 
Mr. D. P. Williams was elected president, 
Mr. J. A. Keenan, vice-president, and Mr. 
G. F. George, honorary treasurer. 


March Luncheon 


The guest speaker at the March luncheon 
was Mr. J. S. Walker, B.Sc., Superintendent 
of Technical Schools, South Australian Edu- 
cation Department, who spoke on the topic, 
“West Africa Today”. Mr. Walker recently 
returned from visiting West Africa as a mem- 
ber of 2 committee appointed by the Com- 
monwealth Government to visit Ghana to 
advise the government on technical education, 
and his address to members was very en- 
lightening. 

April Lecture 

The April lecture took the form of a joint 
activity with The Australasian Institute of 
Cost Accountants whieh arranged for Mr. 
A. F. J. Sutherland, immediate past-president 
of the Institute, and secretary of Bradford 
Cotton Mills Ltd. (Victorian Division), to ad- 
dress members on the subject of “The Ac- 
countant and Profit Making”. Mr. Suther- 
land’s address was most stimulating and 
received favourable comment from all present. 


Group Meetings 


It is regretted that owing to the speaker, 
Mr. H. W. Fisher, being involved in a serious 
accident, the lecture arranged by the Retail 
Traders’ Group for 28 March had to be 
cancelled. 

The meeting of the Practising Accountants’ 
Group on 30 March was the first of a series 
of discussions on matters of practical impor- 
tance to the practising accountant. At this 


meeting, it was decided to send a question- 
naire to all group members in order to assess 
what degree of support was likely from mem- 
bers for a conference of members in public 
practice. 

Mr. K. B. Percival, manager of the South 
Australian Branch of Kalamazoo Ltd., was 
the speaker at the meeting of the Mechanisa- 
tion and Systems Group held on 11 April. 
Mr. Percival spoke on the subject of “Ac- 
counting by Multiple Writing”. 


Personal 


Mr. L. J. P. Thiele, A.A.S.A., has been 
appointed secretary of Tecalemit (Aust.) Pty. 
Ltd. 


WESTERN AUSTRALIA 


Annual Meeting 

The annual general meeting of the Division 
was held at the Shell Theatrette on 20 March, 
when retiring councillors Messrs. L. Beasley, 
H. J. M. Ellis, R. H. Henderson and F. G. 
Johnson were re-elected. Mr. C. A. Hendry 
was re-elected auditor. 

After the termination of the official business 
of the meeting, an excellent programme of 
films made available by courtesy of the Shell 
Company of Australia was enjoyed. This was 
followed by supper. 

Election of Office Bearers 

At a meeting of the Divisional Council held 
on 21 March, Mr. C. C. Cheyne was welcomed 
as a new member of the Council. At this 
meeting an election of office-bearers resulted 
as follows:— president: Mr. L. Beasley; vice- 
president: Mr. H. J. M. Ellis: hon. treasurer: 
Mr. R. C. Crowther. 


TASMANIA 


Annual Meeting 

The eighth annual meeting of the Division 
was held at the Highfield Hotel, Hobart, on 
24 March. The State president (Mr. A. H. 





AUSTRALIAN SOCIETY OF ACCOUNTANTS 
SOUTH AUSTRALIAN DIVISION 


CONVENTION 


Members are reminded that the State con- 
vention will be held at Victor Harbor on 16, 
17 and 18 June. The convention will begin 
with a dinner at the Grosvenor Hotel on 
Friday evening and the following technical 
sessions will be held:— 


Saturday morning — Subject: “Communica- 
tions—Management’s Greatest Problem?” 
Speaker: Mr. R. G. Lathey, head of the 


ee 


Department of Management, S.A. In- 
stitute of Technology. 


Saturday evening — Domestic forum to be 
conducted by Mr. L. A. Braddock. 


Sunday morning — A paper on work study 
to be presented by a committee of the 
South Australian Division of The Aus- 
tralasian Institute of Cost Accountants. 
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Braby) was in the chair and there was a good 
attendance of members. The election of 
councillors resulted as follows:— Messrs. B. L. 
Auchincloss, A. H. Braby, D. W. Tapping and 
R. Woolley.. Mr. E. R. Sargent was elected 
auditor. 

After the conclusion of the annual meeting 
the annual dinner of the Division was held. 
Guests included the Attorney-General (the 
Hon. R. F. Fagan, LL.B., M.H.A.), the Lord 
Mayor of Hobart (Ald. B. Osborne) and re- 
presentatives of allied societies and business 
interests. 

The toast of “The Society” was proposed 
by Mr. E. R. Sargent, and the State president 
(Mr. A. H. Braby) responded. 

The guest speaker was the Attorney-General 
{the Hon. R Fagan), who gave a most 
interesting talk on his impressions during a 
recent overseas tour as leader of the Tas- 
manian Trade Mission. 

The vote of thanks to the speaker was 
moved by Mr. J. G. Cooper. 


_ + -— 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


VICTORIA 


A. E. Pyke Memorial Essay Competition 


Entries are invited for the A. E. Pyke 
Memorial Essay Competition from candidates 
for the examinations of the Australian Society 
of Accountants who are enrolled on the Vic- 
torian Register of Candidates, and who are 
members of either the Australian Account- 
ants’ Students’ Society (Victorian Division) 
or members of a Students’ Society associated 
with the Victorian Division who have been 
admitted to membership of the Society not 
more than three years prior to the closing date 
for the competition in any year. 

Within the ambit of accountancy, com- 
petitors have complete freedom of choice of 
subject. The length of the essay is usually 
between 3,000 and 5,000 words, but no limit 
is placed on the length. A nom de plume must 
be written or typed on the essay and on the 
outside of a sealed envelope containing the 
name and address of the member. The closing 
date for the 1961 competition is 31 July. 


QUEENSLAND 


State President’s Lecture 


On 14 March, Mr. A. S. Donnelly, State 
president of the Society, addressed members 
of the Students’ Society on the profession under 
the title, “Introduction to Accountancy”. This 
lecture was well attended and undoubtedly 
proved of great interest particularly to new 
students. 
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THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


QUEENSLAND 


Annual Meeting 


The fifteenth annual general meeting of 
members of the Division was held at Mc- 
Donald’s Restaurant, Brisbane, on 28 March. 
Prior to the formal meeting, the 36 members 
present joined the State president, Mr. R. §, 
Gynther in refreshments and later dined to- 
gether informally. In moving the adoption of 
the report, Mr. Gynther stated that the in- 
crease in membership from 163 to 187 during 
the year was most satisfactory. He stated 
that the standard of the members’ luncheons 
and evening educational activities had been 
maintained at a high level and that the 
evening lecture by the immediate past-presi- 
dent, Mr. A. F. J. Sutherland, had been an 
outstanding contribution to the year’s pro- 
gramme. Mr. Gynther urged members to 
make greater use of the library facilities avail- 
able to them. He remarked that Mr. Offner’s 
appointment to the Executive, Education, and 
Research and Technical Committees of Gene- 
ral Council was a singular honour for the 
Division. It could be noted also with satis- 
faction that all members of the Central Re- 
search Committee were Queenslanders and the 
Division’s research project on the subject, 
“Management”, has been completed. He said 
that the events of the year had necessitated 
certain changes in the composition of the 
Divisional Council and in the office-bearers. 
These include the appointment to the Council 
of Messrs. A. K. Lavis and J. Bordujenko (the 
Council’s country representative) and Mr. E. 
Smith, a representative of the Australian 
Society of Accountants. During the year 
Messrs. N. F. Morris and D. S. Scott had 
transferred to other States. On behalf of the 
office-bearers during the year, Mr. Gynther 
thanked Councillors and members for their 
support. 


In seconding the motion, Mr. G. F. Rob- 
bins, said that as a Society representative on 
the Council, he was pleased to report that 
the relationship of the Institute and_ the 
Society in the Division was most harmonious 
and that this was greatly facilitated by the 
interchange of Council representatives. In 
moving that the financial statements for the 
year be received, the hon. treasurer, Miss 
J. F. Mills, explained that the Division's sut- 
plus for 1960 was greater than that for the 
previous year. The Institute’s fixed assets had 
been taken over by the Society. She Ie 
marked that the expenditure on educational 
activities in the Division was 24% of the 
total income, which percentage was_grealer 
than that of any other Division. This I 
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flected the very active Education Committee 
in Queensland and the prominence placed on 
this form of service to members. 

As the only nominations received to fill the 
vacancies existing on the Divisional Council 
were those of Messrs. A. K. Lavis, R. S. 
Gynther, J. Bordujenko and J. F. Storr, the 
chairman declared these members elected to 
the Divisional Council. Mr. L. T. N. Craw- 
ford was re-appointed auditor. 

Mr. Offner, the Division’s General Council 
representative, told members of the definite 
progress being made by the Institute at the 
national level. He mentioned the new exami- 
nation syllabus which would come into force 
in May, 1962, the objectives of the Central 
Research Committee, the planned develop- 
ment of a public relations programme and the 
close liaison being maintained by the General 
Councils of the Institute and the Society. 


On the suggestion of Mr. Lavis, it was 
decided that the State president should write 
to both Mr. N. F. Morris and Mr. D. S. 
Scott expressing the appreciation of the 
meeting for their leadership during the year. 

Mr. Bordujenko remarked that it was ap- 
preciated by country members that the Coun- 
cil had seen fit to appoint a provincial Coun- 
cillor. He said that while there was consider- 
able interest on the part of members in the 
north of the State the relative isolation of the 
area presented some difficulties, but he en- 
visaged that these would be largely over- 
come ultimately. Mr. Bordujenko stated that 
members in country towns would appreciate 
contacts with Brisbane members who visited 
their centres on business. He expressed the 
good wishes of North Queensland members 
who he said were welcoming the moves of 
the Council to further assist them. 


At the close of the meeting, Mr. H. M. 
Harrisson moved a vote of thanks to the 
State president. 


Cost Luncheon 


At the March luncheon, “Diversification 
and the Cost Accountant” was the subject 
discussed by Mr. W. J. Guy, A.ASS.A., 
ACA.A., secretary, Commonwealth Engi- 
neering Qid. Pty. Ltd. The practical costing 
problems likely to arise when a manufacturing 
concern diversifies its activities were outlined 
by Mr. Guy who also spoke of the importance 
of the cost accountant in such a situation and 
the nature of the information he would be 
required to produce. 


Office-Bearers 


At the meeting of the Divisional Council 
held on 29 March, the following office-bearers 
were elected:— president: Mr. G. F. Robbins, 
BCom., F.C.A.A.; vice-president: Mr. R. S. 

y » F.C.A.A.; hon. treasurer: Miss J. F. 
Mills, A.C.A.A. 
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NEW BOOKS 


Recent additions to the Society’s Central 
Library, Melbourne. Requests for books 
should be made through Divisional 
libraries. 


The A.L.C.P.A. injunction case. Arthur Ander- 
sen and Co. Chicago, 1960. 309 pp. (Cases 
in Public Accounting Practice, Vol. 1.) 

Accounting for local and public authorities. 
R. Sidebotham and C. S. Page. London, Gee 
and Co., 1960. 339 pp. 

Advanced accounting, rev. ed. A. W. Johnson. 
New York, Rinehart, 1960. 553 pp. 

Australian commercial law and principles, 9th 
ed. G. L. Mayman. Melbourne, Pitman, 
1961. 410 pp. 

Australian company mergers 1946-1959. J. A. 
Bushnell. Melbourne University Press, 1961. 
223 pp. 

Case studies in the observation of inventory. 
American Institute of Certified Public Ac- 
countants. New York, 1959. 62 pp. 

Church accounts. F. V. Slade. London, Gee 
and Co., 1960. 222 pp. 

A conspectus of management courses, 4th ed. 
British Institute of Management. London, 
Pitman, 1960. 287 pp. 

A costing system for laundries. Institute of 
British Launderers. London, 1960. 80 pp. 

Current application of direct costing. National 
Association of Accountants. New York, 
1961. 108 pp. (Research Report 37). 

Financial incentives for management. R. C. 
Smyth. New York, McGraw-Hill, 1960. 
309 pp. 

First conference on automatic computing and 
data processing in Australia: summarised 
proceedings. Australian National Committee 
on Computation and Automatic Control. 
Sydney, 1960. 

Guide to Commonwealth income tax, 10th ed. 
J. A. L. Gunn and M. Maas. Sydney, Butter- 
worth, 1961. 485 pp. 

A guide to the principles of costing in the 
European non-ferrous metals industry. 
International Wrought Non-ferrous Metals 
Council. London, 1960. 87 pp. 
































Inflation and society. G. Hutton. London, 


Allen and Unwin, 1960. 161 pp. 


Management by system, 2nd ed. R. F 


Neuschel. New York, McGraw-Hill, 1960. 
359 pp. 


Preparing the annual report. E. R. Floyd. 


New York, American Management Associa- 
tion, 1960. 112 pp. (AMA Research Study 
46). 


Purchasing department organization and auth- 


ority. G. H. Haas and others. New York, 
American Management Association, 1960. 
119 pp. (AMA Research Study 45). 


Readings in auditing. J. J. Johnson and J. H. 


Brasseaux. Cincinnati, South-Western Pub- 
lishing Co., 1960. 658 pp. 
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PROFESSIONAL NOTICES 


TAXATION ACCOUNTANT. Fitzgerald 
& Tompson require a qualified and ex- 
perienced taxation accountant for their Mel- 
bourne office. Applicants should possess 
several years’ experience in dealing with taxa- 
tion affairs of clients in the office of a public 
accountant. Duties include interviews with 
clients and the preparation of all classes of 
taxation returns. Successful applicant will be 
directly responsible to partners. Attractive 
commencing salary, according to experience 
and qualifications. Superannuation available. 
Apply by letter to: Taxation Accountant, c/o 
Fitzgerald & Tompson, Chartered Account- 
ants, 238 Elizabeth Street, Melbourne, C.1., 
or ring 32-3181 for an appointment. 


SENIOR ACCOUNTANT. A Brisbane firm 
of chartered accountants has a vacancy for a 
senior accountant. Duties to include taxation, 
accounting and secretarial work with some 
auditing. Applicant should preferably be aged 
about 30 years. Professional experience is 
desirable but not essential. This is a senior 
executive position and salary will be paid ac- 
cordingly. Apply with full details of ex- 
perience, etc. to Arthur J. Morris & Co., 
chartered accountants, 307 Queen Street, 
Brisbane. 


PRACTITIONER specialising in cost ac- 
counting has additional time to assist fellow 
members in consultative and system work. 
Please write Box No. 760, c/- Australian 
Society of Accountants, 5 Bligh Street, Syd- 
ney. 

ACCOUNTANT. Large and _ expanding 
country practice in close proximity to Sydney 
has vacancy for accountant experienced in 
taxation and audit work. Commencing salary 
will depend on qualifications and experience. 
Future prospects very favourable. Apply Box 
No. 761, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


INTERMEDIATE CLERK. We have a 
vacancy for an intermediate clerk with sound 
audit experience. Conditions of employment 
will be attractive. Apply to Coghlan & Allen, 
chartered accountants, P.O. Box 328, Wollon- 
gong, N.S.W. 


ACCOUNTANT — The V.A.C.C. Insurance 
Co. Limited require an assistant to the Victorian 
Accountant to be trained to take over the 
position of Victorian Accountant. Applicants 
should be over 25 years of age, and well 
advanced in accounting studies. Good Salary, 
Profit Sharing, Liberal Superannuation, Home 
Finance. Apply in writing Manager For Vic- 
toria, Box 1651N, G.P.O., Melbourne. 

ASSOCIATE in practice, wishes to pur- 
chase clients metropolitan area or country. 
Write Box 752, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 
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Rate per line 5/-; minimum 
per insertion 15/., 


ACCOUNTANT (qualified or nearly quali. 
fied) required by a progressive company ep- 
gaged in building contracting and supplying 
in the Riverina. The company has purchased 
property in the business centre of the town 
and will shortly build modern premises with 
spacious showrooms and offices including yp. 
to-date office equipment and staff amenities, 
The successful applicant will be given full 
control of the office and will be responsible 
to the secretary. An excellent salary com- 
mensurate with qualifications and experience 
will be paid. Applications should be made 
in the first instance to Messrs. Geoff. E. 
Read & Co., Public Accountants, P.O. Box 56, 
Hay, New South Wales. 


SEARCHES, lodging and all other matters 
at Companies and Business Name Branches 
attended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and As- 
sistant Registrar of Companies), 443 Littl 
Collins Street, Melbourne, Tel. 67-3861. 


ACCOUNTANCY STUDENT with legal 
qualifications desires part-time work with 
public accountant in all aspects of taxation 
laws. Reply No. 750, c/- Australian Society 
of Accountants, 8 Esplanade, Perth. 


POSITION SOUGHT by bank officer, 
A.A.S.A., aged 24. Security and scope for 
advancement desirable. Reply No. 751, ¢/- 
Australian Society of Accountants, 8 Es 
planade, Perth. 


ASSOCIATE, ex-company taxation officer, 
wishes to help in tax work, etc. Clerical and 
typing facilities also available if desired. 
Write Box 753, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


POSITION VACANT. Chartered accoun- 
tants wish to employ, on a part-time basis 
between the months of July and December, 
a retired practitioner or clerk with sound in- 
come tax knowledge. Interested applicants 
should reply in writing to “Employment”, 
Box 2004, G.P.O., Sydney, N.S.W. 


PRACTICE REQUIRED. Advertisers wish 
to purchase a practice in any State with gross 
fees of £10,000 to £15,000, metropolitan or 
country area, adequate cash is available. Re 
ply No. 758, c/- Australian Society of Ac 
countants, 5 Bligh Street, Sydney. 


STAFF APPOINTMENTS CENTRE of 
Sydney is a firm of staff consultants specialis 
ing in the efficient placement of accountants 
and accounts clerks in both professional and 
commercial offices. Enquiries, which will 
treated in strictest confidence, are invited from 
anyone with accounts training who wishes t0 
advance. Telephone MA 9358 for an inter- 
view. 


The Australian Accountant, May, 196l. 
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ACCOUNTANTS 


Price Waterhouse & Co., chartered accoun- 
tants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 
technical knowledge and organizing ability 
for appointment to senior staff positions. 

Applicants should be qualified or near- 
qualified accountants with professional or busi- 
ness experience and the personal qualities 
which fit them to take responsibility and 
work with a minimum of supervision. The 
firm offers a wide range of specialist services 
to clients but appointments will be made to 
the audit staff in the first instance. 

Salaries are graded according to experience 
and ability. Membership of a contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff”, 
Price Waterhouse & Co., in any of the above 
cities. 

PRACTICE SOUGHT — An established 
firm of Adelaide chartered accountants de- 
sires to expand its practice by the purchase 
of an existing practice or of individual clients. 
Preference will be given to a practice com- 
prised mainly of audit appointments but good 
quality taxation and secretarial work is also 
required. Replies to No. 763, c/- Australian 
Society of Accountants, 22 Grenfell Street, 
Adelaide. 


ACCOUNTANCY PRACTICE required in 
coastal or country town in New South Wales 
or Queensland. Gross fees up to £4,500 or 
the nucleus of a practice could be suitable. 
Cash transaction. Replies in strictest confi- 
dence to No. 759, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


CHEQUE WRITING MACHINE WAN- 
TED, irrespective of potential to convert to 
decimal currency. Must be in good order. 
Write I.0.R., 518 Elizabeth Street, Melbourne. 
Phone FJ 2457. 


PRACTICE REQUIRED IN SYDNEY — 
Gross fees £10,000 to £12,000. Smaller prac- 
tice will be considered. Opportunity for prac- 
titioner to retire over a period. Reply No. 
157, c/- Australian Society of Accountants, 
5 Bligh Street, Sydney. 


WANTED TO PURCHASE accountancy 
practice, Sydney or suburbs. Forward details 
in strictest confidence for early decision. 
Reply No. 754, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


PRACTICE REQUIRED — Advertiser 
wishes to purchase a practice in the country 
of New South Wales or Queensland with 
gross fees of £4,000 to £6,000. Cash deposit 
available £2,000. Reply No. 755, c/- Aus- 
— Society of Accountants, 5 Bligh Street, 
ydney. 
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FOR SALE — Practice in north-western 
Queensland. Gross fees average over £8,000 
per annum for the last four years. Alter- 
natively, a partnership will be considered. 
Owner will be available in Brisbane for in- 
terview in July, 1961. Please reply Box No. 
762, c/- Australian Society of Accountants, 
Box 1161P, G.P.O., Brisbane. 


WANTED TO PURCHASE. Brisbane 
practitioner desires to purchase additional 
small city accountancy and taxation practice 
for cash. Reply No. 756, c/- Australian 
Society of Accountants, Box 1161P, G.P.O., 
Brisbane. 


WANTED: A young qualified, or near- 
qualified, accountant for public practice in 
North Queensland. Practical experience in 
auditing and taxation work essential. Salary 
between £1,400 and £1,650, with possibility 
of partnership for suitable applicant. Apply 
in writing, stating experience, to Messrs. G. E. 
Jones & Co., chartered accountants, Box 136 
Post Office, Mackay, Queensland. 


PARTNERSHIP. Associate with practice 
north side of harbour with comfortable 
modern offices wishes to meet Associate with 
small practice with view to merging interests 
on partnership basis. Ultimate aim to con- 
duct practice from advertiser’s office. Sug- 
gested approximate value of fees to be intro- 
duced by incoming Associate £2,000. Phone 
(Sydney): XM 7310. 


SHARE OF OFFICE FACILITIES avail- 
able at Adelaide, July, for accountant com- 
mencing practice. Carpeted office with 
strongroom, space for own typiste, files, etc. 
Rental £5 per week. Telephone 53-4616 for 
details. 


ACCOUNTANCY CAREER. Several 
vacancies exist in our organization for able 
young men who are qualified or nearly quali- 
fied and for intermediate clerks. Suitable 
applicants have an assured future with part- 
nership prospects. Salaries up to £1,500 for 
qualified men. Apply in own handwriting to 
Bell, Frost & Aitken, chartered accountants, 
51 Collie Street, Albany, Western Australia. 


PARTNERSHIP OPPORTUNITY IN NEW 
GUINEA. An outstanding opportunity exists 
for an energetic accountant. The incoming 
partner’s immediate net profit will exceed 
£5,000 p.a., and will increase as the practice 
continues to expand. Deposit required: 
£2,000, balance by arrangement. Reply No. 
764, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


ARCADE SERVICES offer assistance in 
typewriting (I.B.M. electric), duplicating, and 
writing-up books. No shorthand. Accurate 
neat work at moderate charges. Arcade Ser- 
vices, Block Arcade, 98 Elizabeth Street, 
Melbourne, C.1. (Tel. 63-6725). 
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BRISBANE ACCOUNTANT desires ex- 
pansion to cater for newly qualified staff. 
Practice or part-practice in the city or near 
country town preferred. Reply, giving suffi- 
cient details for further negotiations to No. 
765, c/- Australian Society of Accountants, 
Box 1161P, G.P.O., Brisbane. 


PRACTICE REQUIRED — Member 
wishes to purchase small Melbourne or subur- 
ban practice or group of clients. All replies 
in strict confidence to No. 766, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


SMALL PRACTICE FOR SALE; outer 
western suburbs area rapidly expanding dis- 
trict. Enquiries to No. 767, c/- Australian 
Society of Accountants, 5 Bligh Street, Syd- 
ney. 


SMALL PRACTICE or groups of clients 
are required by a member in Melbourne who 
wishes to combine them with existing work to 
develop a practice. The advertiser has had 
very wide experience and is prepared to un- 
dertake a wide variety of work. Please reply 
to B.C.J., c/- John Carrick, 234 Collins 
Street, Melbourne. 


ACCOUNTANT: Retiring, wishes _ sell 
sound country practice in good progressive 
town in south-eastern New South Wales. Fees 
over £2,500. Apply Veritas, c/-- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


CALCULATOR. Griffiths 40-Hour Wage 


Calculator. Price 42/-. L.C. Publishing Co. 
G.P.O. Box 5045, Sydney. 





SALES TAX 
HIGHLIGHTS 
By H. R. IRVING, F.A.S.A. 
Second Edition 
1960 
PRICE (Post Free) — Members 5/; Non- 
Members 8/-. 

Available from 


Australian Society of Accountants, 
5 Bligh Street, Sydney. 











Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery & Son 


Members of 
The Stock Exchange of Melbourne 


STOCK EXCHANGE BUILDINGS 
422-426 Little Collins Street, Melbourne, C1 


Telephone: 67-9171 








Space for twelve issues. 
Pages remain flat when open. 


37 Queen Street, Melbourne 





File Your Copies of The Australian 
Accountant in an 


ATTRACTIVE BINDER 


Note these four outstanding features: 


Removable steel rods permit easy insertion and removal of each issue. — 
Hard cover, finished in durable black cloth, with distinctive gold lettering. 


PRICE 27/6 POST-FREE IN AUSTRALIA 


(when ordering, please specify year required) 


ACCOUNTANTS PUBLISHING CO. LTD. 


Phone 62-5861 
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PERSONNEL ADMINISTRATION 
PTY. LTD. 


Management Consultants 


our consulting staff from: 
UNIVERSITY GRADUATES 
with 


ACCOUNTING 
OR 
COMMERCIAL EXPERIENCE 


P.A. is a major international manag- 
ement consulting firm operating in the 
U.K., Europe, Canada, U.S.A. and through- 
out Australia. 


We offer a career of great interest and 
responsibility with a salary rising to £5,000 
within 8 years. There is a generous non- 
contributory staff provident fund. 


QUALIFICATIONS: Applicants should 
be 30-35 years of age with a University 
degree. 

EXPERIENCE: Several years’ executive 
experience in industry or commerce is ess- 
ential. 


TRAINING: All consultants receive ex- 
tensive full-time training in production, 
management accounting and marketing and 
— do further training in other specialised 
elds. 


Applications will be treated in_ strict 
confidence and should provide full details 
of age, qualifications, experience and 
appointments held and quote Reference No. 
1207 ASA. 


APPOINTMENTS DIVISION 
PERSONNEL ADMINISTRATION PTY. LTD. 


Management Consultants 


50 Miller Street 
North Sydney 
N.S.W 








We invite applications for appointment to | 
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The First New Course in 


MECHANISED ACCOUNTING 
AND DATA PROCESSING 


will commence shortly 


EXECUTIVES, ACCOUNTANTS, OFFICE MANAGERS, 
COMMERCE STUDENTS AND GRADUATES 
will gain vatuable knowledge of the 

latest machines and 


The course consists of two day or evening lectures per 
week for six weeks and includes several demonstrations. 
Fee for full course — £19/19. 


Apply NOW for enrolment Stal ng day or 
evening preference, to The Secretary, 
THE BUREAU OF MECHANISED ACCOUNTING 


614 ST. KILDA ROAD, MELBOURNE, VIC. 
Phones: 517278, 97 4783 








LISTEN 


to the NEW 
PYROX Magictape Recorder 


Everything sounds superb on the new Pyrox 
Magictape recorder . everything “plays 
back’’ just the way you recorded it. See the 
new 3 speed 2 speaker Magictape at your 
favourite music or radio store today ... you'll 
be surprised that so much quality, so much 
enjoyment, could cost so little. 


Check these NEW 

Magictape features 

@ 3 speeds — 12”, 32”, 
73” per sec.—dgives 
up to 4 hours play- 
ing time per tape. 

@ Twin speakers—for 
balanced tone. 

@ Quick reading re- 
cording position in- 
dicator. 

@ Fast rewind, fast 
forward, 

@ Separate Bass and 
Treble tone  con- 
trols. 


PYROX LTD. 


14-36 Queensberry St., Melbourne. 
47-51 Parramatta Rd., Concord, Sydney. 


FJ 9121 
UL 0251 
PL 35 
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ITS WHITE — 
ITS RIGHT — 
IT COSTS 

MUCH LESS ! 


Slash 
your 


copying 
costs 


with (ae 
CALOCOP  forr 
Recommended for THERMO-FAX Brand Copying Machines 


The NEW REVOLUTIONARY WHITE COPY PAPER that gives you — 


@ Reduced paper costs— Free silk screen carrier in each box... Coloured 
papers at the same price as white paper ...No cracking or breaking when 
folded ...No curling or creasing...Copies do not turn dark or become 
brittle from prolonged heat exposure. 


A trial will prove these claims — send the coupon now for FREE samples 


SOLE AUSTRALIAN DISTRIBUTORS: — 2 oe oe OP OS ae ee 
To TIMS BUSINESS EQUIPMENT PTY. LTD. 
143. FRANKLIN STREET, MELBOURNE, C.1, bene 








We are interested in testing 
FREE SAMPLES OF CALOCOP COPY PAPER | 


UIPMENT 
———q 


MATFA HOUSE, 143 FRANKLIN ST., MELBOURNE, C.1. 


PHONES: 34 5658; 34 5697...G.P.0. BOX 895G. 
TELEGRAMS AND CABLES: PATINA, MELBOURNE. 


Attention Mr. 





Address 


I 
| Company 
l 
I 
l 
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300 BURROUGHS Adding Machines 
give Woolworths their figure facts ... fast! 


Woolworths, like any other business — big or 
small — needs figure facts today as never before. iat 
They have met this demand by using Burroughs 
Adding Machines and Burroughs Calculators. cm 


Now is the time for you to find out how these 
machines will speed transactions . . . simplify 
your figuring problems . . . produce the complete 


figure facts your business needs — when it needs Burroughs 


them — and save you money as well. 





Your best buy is a Burroughs, whether you Co// or write to— 
want it for a little figuring or a lot. And with 
Burroughs machines you can rely on efficient BURROUGHS LTD. 
nation-wide service in all situations ... normally 40 Miller Street, North Sydney, N.S.W. 
on your premises . . . saving you the biggest prone xmse3t 


expense of all — idle office staff. BUGER 
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SAVE OVER £1,000 — 
on an ALL ELECTRIC Typewriter Keyboard Accounting Machi 


Our rebuilt book-keeping machines carry 
TEN YEAR WARRANTY and UNCONDITIO 
GUARANTEE for SIX MONTHS. 


All our rebuilt machines are serviced by 
team of Remington trained mechanics who enj 
the reputation of being the best in Austral 


We also provide: 

@ free system review service 

@ free installation service 

@ free operation training, and machines are availaie 

for hire. 

Remington machines currently available inclu 

models 122, 124, 126, 86D and 86E. Mg 
Illustrated above is a Model 86D 4 oa. " 7 
ae ae so Sot 586 will soon be available. 
fully electric typewriter key- $785 
board, etc. 


PRESELECTION EQUIPMENT (SALES) PTY. LTD, 


231 Oxford Street, Sydney. Phone FA 6616 


Our representatives would be pleased to call at any 
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. . . RECONDITIONED REMI : 
OR BURROUGHS ACCOUNTING MACH 
ARE A SOUND ECONOMICAL INVEST. 


1. Satisfactory Performance 
2. Five-year Guarantee 
3. Cost=i of the New Price 


SALES AND SERVICE © 








Maintenance of Remington Machines: 
Semi-Electric £15-15-0 All-Electric £20-0-0 


BOOKKEEPING MACHINES PTY. LTD. 


214 Queensberry Street, Melbourne, Vic. Phone: FJ 3711 
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